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industries Survey on the acro-sp^o section, which . * 

i-uriude, * Section on the gonerai aircraft industry, ln - 
eluding tut sn»U onus. Piper and Cessna and Beech. 
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survey that I have just mentioned a little earlier. !f 
This ia E-chibJ.t 91. 

The issue has a more frequent update and this 
is that update. 

iUid uhon there is an article from American 
Aviation dated January 20th, which was available to as, 
re^-ily, iarxy i ti -he month, and it deals with a goneraJ 

br^dJtuow,. ot Lee .statistics cf the industry at that 
tl 'e. 

Tn.ut’s Exhibit 94. 
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1 will do the baat i cm. i era sorry, 
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A During the ton-day period, r*.p r r;*xiiaatcly tan- 
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A I think there may have been 3cme others. J * .. 
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ra '"" t3ft - h » vl °9 « ^ 1«1 note clippings on Value u»a 
•ml a few others, that proLably got dispersed in ell ... • 
ths number of people that were going to that file.'. •'*" 

Q I show you Exhibit 87 for identification and I ' 
ash you when you, Mr. Kochlis, read that report. - 

A 1 reed this ea soon an we got it, naturally. ■ 
When t nay -naturally,* because we ware waiting : 

* V itf a “ d possibly ~ 2 vrould have * 

to ,uz»xd a guess heca because I can't tell by looking at 
tnat it Was probably somewhere around January lf.th 
or January 12th — ii that erea there. 

jBu COURT: Hty I ser« ;hat owe? 

® amiESS * Certainly, your Ho,or (hording to 

Court). 

I c.M't put a specific d*te on that. I aight_ 

excuse us.. 

0 Car. you by looking c«t. the Piprr lSjfc an vial 

report Exhibit « for ideutifientio,, toll „ what natter., j 
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i?r *’ ACKUZit: f»inc't this annual report ccj Irias 

af: 1Crl?ti ° nB ef tia Pwductp of the company. your honor, 
anl was n id, as Mr. liochlis has testified, prior to 
v’ic.iuG.v cl. L:e9, it ber.ri on the issue of the kx.wl- 
ed ^ability ol tho Chris-Crart officers and the e^rtanionts 
which Uiey read prior to making tho tender off y ( v r 


hC 130 . 


k: '- ; C0Ui - T: *I3W 2-3 .hat mat axial? 

MR. ACKULLi It. i:s material, your isxioa , :o the 
xsuue of reliance upon .statements mede by Piper ir its 
annual report. 

•* HE C0Ur ' T: ^'ell, that calls for a different 
3at oC information than the statistical data or the 
general i rifonr r tion about the company. 

Mo.y I may know all about General Meters and 
do nothing a.oout it when I go to bu* something 

On tne other hand, I may know nothing ahev.r it 
anc. rely on somethinj. 

jets right Mown to the question c t wte.i you 

sa: tn i ioliod upon instsad of what existed in these old 
files. 

M*. AC.KEbL: At :hc tin 3 , your Hoior, I eir, ta.ik rg 
no ut ;il - i ' ,: * Kochi is road that annual r sport for \l.e 

first imv. f wuich he has placed at a time vhen Chri soCraft 
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Tail COUNTS Are you getting at the point, an to 
what influenced uimto continue with the purchase? X3 
th^t whet your point is? 

HR. ACK.JLL: Eos, your Honor. 

TKTI CCJ?nT: Why you asl: him? GG< t eight 


to it. 

EY MR. ACKELi,: 


C Ca.u you tell -Iron* reading that. .• aport »h; - 

influenced you to continue Chzis-Craft• s purchases of 
Pipar i i:cck? 

MR. PENNOYER: Objection. 

THE COURT: Overruled. 

I air. not unaware that tais is cub jest: ve }y 


th 2 vm; 


Q (Continuing) And I will ask you hov yet , : « n 
r.aks t:.at determination as you sit there today, fir. 

a Ali right. i have underlined a nwnbet oc 

things her* that I wanted to bring to the attentif; ,>1 

41 * and others, that I thought were signii: t.mt 

and that, gave U3 courage to keep going, than basics, y 
saii t-. cs that we ware ou the right track hers. 

'?h«iG were a nuirher of negative tilings he: - ’, 
bur. the positive things were very positive so far ta WliS 
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scncerned, end it had to ^r- 

to oc wrtn the foot that the 

’°" Pa ‘ !y " a3 dava iopinctho rocouo, with -h- 

e '-ten uii^s commut •»?• 

»v?rket specifically in mi . nd . 

,to ’' ^ W a,a far r 

concerned, 

r “ C ° URTt WhCt d » VOn mean ),y the phra , e 

“ SW /C " COW#9 * *” *«* W* K,re you 
cil: a. c»i; this tima? 

THE WIT, ESS: Nc, ;,ot at all b t 

at all, b.tt we were alvaye 

re-exaj* .ning our i03if ? on , n ^ u 

sit.on, and where „ e wire goirc, what 

“* Wer! * >in »> »“» »« it right, and alwa-a r. 

fAwa j 3 re-eve.J.Jilting 

new ir oiToaticn af u 

d>«.u a, 1. became availaole, and that's .hat 
I was tryirg to dc here. 

In othai words, 1£ , snw somathillg fc ,,_ y 

nsgatf ,, we might say: Weil, here's someth!., we didn't 

“ hat W ° ShOUld haVe **»». i'«haps. that viv,,.-, au 
pe:se, and. mayne we will charge out ^ ^ ^ , ^ ^ 


.oinc. 


3 uc there was nothing i„ hc , re that cuarfc , mj 
to change ,-y mind red i felt very good ebont what 3 ,, !a0 

1 th °“ 3ht that " “ a company and a ,ood 
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L.Y Ml:. .TCK:..!. 

h ?h.? udirl.iiv’fi v.li?t 7 * 10 . l.r.ve referreJ t*» did 
yoi makes tnocc. a'; tins i; iq that. you read that repret, i 1 
January, 12 S' ? 

A Yon . r j die. : t in: quite clear that the wi- 
pany v:, i building thin hr.conc aircraf t, and they \ r re 
not only doing t hat but t hey wai e brisling a plan., n vrh .cn 
tc lio . re the airplane, tc extract it, rather, and tbit was 
a very h.Hiili thing, the eingleioort bullish thin* in 
tbs rejoert, so far as I was concerned, because - wlrr ; 
want to ee i — frankly, ;.t was the thing that we talked 
about over the telephone a bit, too: the company ; 
entrance into this piece of the market that beach .ad 
til »ayt .K.d unto itself, more 01 less. 

We alvraya thought that they could get a place 
of it e.if. we ware really delighted to sue that they wore 
ti’.rrkiu'T for it. 

There's reference here to t aua.r vnternat.esai 
tales, vhich are usually good — 25 :o 30 por cent of 
tl.sir sales, and that wao holding up pretty vs 11 , 

•I Mr. dcchli 3 , I show you the page attached to 
IJr 7 cv.t atted Hading 13.1, and I fill €: 3 k ^ou wit 0 ;ho: you 
have !t;n th?.k photograph before. 

A Yea. That's the tufted airplane, Z *;ve a-an 
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£3 "13 Rochlia -iirect 19 3 S A ..Q2S 

U between January 6th and January 22, 19 6 i, 

A Ye. 3 . 

Q Mr. Rocklis, I show you Exhibit 88 for identifies 
tion arc. I will auk ycu if you rend that exhibit at the 
time you received it. 

A Right. Yes, I most cartainly did. And there's 
a sectuon in hare on general aviation, which it quite 
detailed. 

Q I ahov you Exhibit 39 for identification tt.d an, 
you '/hethor you read that at the time that you had received 
it. 

A Yes, I did. 

Q And I ask you the same question vrith respect to 
Exhibit 90 for identification. 

A Yes. I read that. 

Q And 7. ask you whether the markings that appear 
or, that, document wore made* by you • 

A They were rot. 

Q Do ycu know whom they were made ty? 

A i do not. 

C t anew you Exhibit 91 for identificati:n. 

" y«u J-ead that document at cr about tl t time 

you received ; : t? 

A X read this at about the time that I received it, 
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and also V; ar. earlier date, aa a matter of fart, lor 
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ether reasons. 
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Q I show you Exhibit 92 for identification, which 
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appears to be a Xeroxed copy of a Value Line survey. 

1 ! 
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A It'.*; dated right up here, at the top, o/tr here 
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(indicating). 


8 

| 

Q Dated January 17, 1963. 


9 ' 

I ask you if you read that at or about the time 

j 

!° ; 
I 

you received it. 

\ 

» i 

A Yes. I read that, and also of the other ;hxeg 


(2 ‘ 
1 

aircraft companies at the same time. Those files aren’t 


13 I 

here, though, I see. 


(4 

Q I show you Exhibit 9.1 for identification and 


15 

ask you whether you read that at or about the time piu 


16 

received it* 


«7 

A Right. I did. 


18 

Now this does not have a lot in it ajeut what 


19 

W 2 are looking for, but I did read It. 

1 


20 

Q I show you Exhibit 94 for identification and 


21 

as;: you whether you read that at or about the t une you 


22 

received it. 


23 

A 1 did. 


24 

3 Are the markings on that exhibit yours? 


25 

A Yes. They are mine. 
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MR. ACKKLL: I offer Exhibits £7 through 94 


for identification in evidence. 


MR. P12NNOY3R: Your Honor, may we take a -jew 

minute>7 I haven't seen these before. 

THE COURT; All right. 

C?:’a32) 

MR PENN0Y3R: Piper nao no objaction to 

Exhibits 37 tarough 94. 

(.Plaintiff 's Exhibits 37 through 94 for 

identification received in evidence.) 

BY MR. ACKELL: 

Q ;<lr. Rochlis, after you read the documents narked 

Exhibits £7 through 94, did you discuss what you ha3 
read with any of your fellow officers at Ciris-Crafc? 

A Yes. 

Q Wit a when? 

A With Mr. Siegel, Mr. Gordon, Mr. Earnett — some 
of the directors. 

Q Now between January 6th and January 22nd, could 

yoi toi l uie o.i how many occasions ycu had such discAs¬ 


signs? 


A I really don't .recall. 
Q Was it more than one? 
A Oh, yes, quite a few. 
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G Tits documents that have been marked Exni j;;ts ff7 

through -4: die you make them available to Mr. Siegel, 
i4r. Garden and Mr. Barnett? 

MP.. PENMOYER: Objection. 

*■ Yes, I did. 

THE COURT: Overruled. 

G Mew ir I can take you to January 21, 195. 
can you t.all me what conversations you were present; at 
concerning Piper on that day? 


A There was a gooc. deal — a good 1 -.bit o:: discus¬ 
sion in tneoffice amongst the officers of the comps ny cn 
that day. 


I was net involved in a great deal of it. it 
was the beginning of the boat show activity in New /one 
and I was involved with that. 

0 Tell the Court nbo.it the conversations at which 
you were present. 

A All right. 

I had learned that there was a meeting being 

set up . 3 i the following day with a gentleman from che 

Teciino.'ogy Fund who had a block of Piper shares tin; he 

thought .h i :.ght want to tell, and ..chat a meeting aad 
bee.a sr- up with Mr. Siegel and Mr. Gordon and this 

gen tier ton from the Technology Fund for January 22nd 
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j.fc that the extent of fct*: circus 3 ion on January 


C 

2irst? 

A Yes. Arj I way, wa3 in and out of the wo 
meatinga, so I didn't get the whole — the vhcle grtt of 
th - thine, but basically the purchase looked interesting. 
Thare wao some concern about the fact that there wrs 
beginning to be some thinking .irout the possibility of: 
could we purchase control of the company and could it be 
done tffore having to wait a whole additional year, 
because the annual meeting of Piper was rather clc re by 
and the problems associated with acquiring- snares u i.rh 
proxies to vote this coming meeting, and there was quite 
a lot .it discs!, .ion along those lines. 

Q dov on January 22, 1969, were you present at 
any dijcussion3 concerning Piper ari Chris-Craft? 

A Yes. Mere again I was in and out of t ics a 
discussions and — 

Q If there was more than ore, take them o:i£ by 
one tiiroagh that day, please. 

A Well, I think the first exposure i had wa j 
If ter :.i the afternoon, when the Teonnolog/ Pend i*>cple 

lud ini Lc.itod that they wcitld soli tJieir shares nnc •— 

Q So vre La^e it straight, there w:.n nc disc ussion 

in tlie morning at which ycu <ere present? 

■30T*hCRN DiSVftfCl O.UltT REPCdTEF. 4 
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r. 

t 

A In the hind 2 


3 

Oh, yes, there was. On the 22nd I .had sorae 



discussions with I^onerd Gcr.lon, who had spoken tc Mr. 


- 

Siegel before I got to him, and they v'ere talking about — 


c ! 

an \ then ha explained to me what the conversation vas 


7 

about , ail they were talking about the concept of raking 

£ 

a tender, assuming that you could purchase the Ted nology 

9 

shares, making a tender wherein you acquired the .ii>e res 

!r 

tegethar with the proxies. 

l 

n 

.did then later on in the afternoon it wa j gaits 

n 

appamt that they were going to be able to make a deal 

13 

with the Technology Fund, and when that became apparent 

i. 

{ 

then the idea of making a tender went forward thai same 

15 

evening . 

16 

C Wen a you consulted cn that matter? 1 

17 

i. Yes. I was a part of the various officers 

>( 

of :ht: company that were discussing all the coir, ili zf ted, 

19 

i 

ijcuy complicated aspects of putting this all together: 

» 

| 

the purchase or* the shares and uhe proxy prot..eo3, the 

1 

21 

pricing, the dating, the timing. 

t 

22 

1 

i q Were there any discussions with officers or 

*y.- 

<» > 

! cLrucccr ;v>: physically pre-sort oi that dry? 

2 

n /cz. "Je were on Uhe telephone frequently with 

25 

those pe< pit whovaroa’t v.aseut, particularly ths 
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We had trouble chasing 3ome of them down but wo 
k^pt at it and we get to .most of then. that same evening. 
In fact, we reached thorn all, I think, by that evening. 

Q Did you have conversations with any of those 


directors? 


A Yes. :c am not sure vhora I speci.fically it pone 
tc but my records indicate tliat all the calls wer ; iac?o 
from ny office, as it happens. 

I probably 3pohe to Mr. Goad and probably David 

Linowes. 

Q Were you present at any conversations on January 
22nd where the number of shares were discussed of :ha 


Piper tender? 


A Yes, I was. 

0 Would you relate to me the sabs canoe Df chose 
discussions, please? 

Of course. The intent would be to gut: something 
over COO,000 shares in order to be assured, you sa», of 


control. 


Well, first tell me who vaa ornnert at the 


d.‘ sc i islor.a. 


V/rJ.'x, He. Siegel, Hr. Gordon and myself. I 
belie :-ir. Barnett. I an noc sure whether Hr. iol lander 
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?.3JC 


arcoui^ „t r.cney that we had ivajj.c-.b’t, 

ani tha d ,Ci5ion Vas SO, c'fter much discussion, to 
9C fox 30J,00C shares because we had the funds to defined 

ta,e that dowr. with some reasonable overages, aver ic v.e 
waited 600,000 shares, 

t,a had - ,ldlc!,t3 ' i cur cendar offer that «, 

varo ir.tevested iii aoqu 1 rina can'-rii - _ 

-yu-rxng can.iol, ano if nore s,iarei. 

Lr ‘ tiiat **" oouW arrrngo the banting for it. 

Anc. even though there were dlscuasioiiB aojLt 

whether we ought to go for *00,00e or 500,000 at tioet, 
and so on, 

0 Waa there any discusnion of the price to jail 
in the tender offer for the Piper stocK? 

A far, there war quite a bit of diacuerion. i 

Va ‘ n ° ( ' 111 ° n ali of And the «5 price wa„ a rtved 

nt at » rewit „f guite a bit of diecusaion ^ , Wf , s ^ 

c» part of a good bit of it. 

* Old you vote in favor of the purchase of -.he 

itc moJfup/ Fu~o. block? 

* ¥es, I did. 

2rJU ^ rta in ^ 3Vor o£ 3cing forward w*th 
the tender offer? 

A ;; did. 
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Q vero tlia fe.otora that influenced yen. in 

fevor of joiner forward with t ho tender offer? 

A Well, fundaraentaUv my position in :he ctmpany 
as regard 3 tenders is fairly wall known. I r, -rsoraliy, 
as an int i ritual, dc not lice tenderu as a way tc acquire 
control of corporations. 

However — 

THE COURT: Wluifc arc youi ot; ect'onu? 

THE WITNESS: 7 an sorry? 

THE COURT: I say, wiat are yourQ'jfci:ticr.i ,> 

THE WITNESS? Kell, it sort of bege.o a fight. 
That is my feeling. Or you run the reck cf bvetting a 
fight. There are other v;ays to do this, i fata. 

THE -CURT: ^ou mean a fight that you -ould 

xvin oi lose? 

THE WITNESS: That’s right. 

THE COURT: Anc if you l.ose you haw. a nlnoi'tv 


pc ition; 


THE WITNESS: Well, that could be, i it wc /a 


done thie before and — we’ve done this ]>Afor< arc the 
ritual :.or ueemad very, very favorable for a ten .ee, in 

view c :: c ue fact: that wo could acqu: re that, manj :laree 
that cuaoxiy, and the icea of being able tu> aooiwie Lha,i 

wi;h tne proxies nace a lot of sense, and no 1 went along 
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1 * iQ c<:!Kt : ^ C: 'J’-cup o-i -he l indej: offer, an«\ thor 
unanimous decision when we finaELy came to mar- the 


tender. 


TI:E CtUKT: 


fch&t. t/as the background of prior 


expericns-s that you just referred to 


n^w in your .Uj'; 


ansver? 


, WITNESS; VJe; 1 , when we were interest* d in 
f'hrir-tlreft we considered making a tender at tnat ,ixe 
also, and in appraising the situation we finally agreed 
that kha idea of not making a tender but of buying j 
substantial block of stock and talking to toe management 
would nake a lot of sense. 

That was our appraisal of the kind of people 
we were going tc be dealing with, and we went ahaid on 
that basis where we did not make a tender. 

Hero was a case where ve considered thon two 
alternatives again, and it seemed in our judgment \x 
be more propitious to make the tender. 

aHE COURT: Were there any other instances In 

the background of your ej.perrence where you urd o:: did 
not nic ke c tender? 

'ilLV. WITNESS: I don't recall, unless •• I 

ion t &3.1 whether we lade any teider or not ir :, iIdwin 

at hht. - r*o . I don't think we did then, but we <^.ay 
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5~ 


Q Did you make a tender in the Paramount situa¬ 
tion? 

A I don't think we did. I don't recall. 

-’H.S CO*J.\T: What wan the Paramount aitvat icr ? 

THE WITNESS: The Paramount — well, at on? 
fciua s. had a :•’b . tantial in /eutnent in the Pa.camoun : 
f i-iturer;* possibly around 9 per cent, 8 per cent or 9 
per cent., 1 believe. 

TKM COURT: Who is "ve"? Chris-Craft? 

THE WITNESS: Chris-Craft. 




Well, at that timi it was Baldwin-Montroee. 


It wasn't Chris-Craft. 

The tender, if I may expand once more — the 
point you brought up, your Honor — the thing that appeals 
to xe about tenders, of coarse, is the fact that you 
doi't get inco minority positions, beciuse either you 


got cciiurui or you don't cot control. 


" f a tend sr 


Tha t' s ti e bficiu cy 


1 7 :,\ :.c ir -his case I think that wcnld have pre¬ 

vailed hr i t. A. the Eangox Punta-Plper arranges unt. occurred. 

C -p of January 22, 1965, what fends were availabl 
for t::: tinder by Chris-Craft? 
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1 V7e iiad i uite a bit of oath. Wo had, oh, possioly 
ei.ght. ;o ten million dollars cf out own earned surplus 
cajh that we were net using in the business, and to had 
ti e floor; 3 ,is of approximately $?6 million convertible 
debenture issue, of which the management itself boughc 
abut rsev »r. mi .'.lion of it. 


* ---:'6l, ft-'* Gordon and myself put cu: own 
n.oie* tfco it « the extent cf about sever million, an 
the ea:\e tcr.rs tact the F u.>lic put in the balance < f the 
iuids, uc ve had roughly about, say, between 33 million 
on.I 35 million of unoccupied cash. 

C ha: you at that time spent some of that ca 3 h? 


a Vs3 * We 3 Pent a little bit of it for Warner 
aros., ): believe. We had a position in Warner Brof . at 
the tine. 

Q Were sore of those funds used for the pipe r 

opur. -nark .* - purchases? 


n rein. 

0. itACj.'o some a time that you were elec tel & 

U. sot > Piper. Me. Aochlis? 

-* electea a director of P.Lptr in 

tiX.O.l f y 

- r tier you oecama a Piper director did yew laake 
~ 2ue '■* for records or information from Piper! 
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A Ye 3, we made recue3to, both before and curing 
and at the mettinea to receive more information and more 
detailnd information and more current information more 
promptly, ana it was slow, it was very slov coning to us. 
Some things ve never got and things like financial state¬ 
ments we eventually got. Certain minuter were mads 
available to us i t April. 

TKi COUNT: Yea knew how to enforce yo.r 

reguestn if you wan tec to enforce them, didn't, you: 

'.'.’HT. WITNESS; We talked about that. 

THE COURT: I say you as a director and an 

experienced man in tie field knew tint if you were entiv.led 
to information and wtren’t getting it, you knew ho* to get 
at it promptly, didn't you? 


THE WITNESS; Yes, I did. 
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Wt. ’ Ro cl i 1 i s • • d i a! w*t 

VJ J COL :T: Did you take any steps to ret 

laf*:nnnvior throuch any collateral assistance? 

THE WIT MESS: It didn't seem like it would be 

•iscan3ary, becuv.se they always promised they would p repare 
it for us ?.nu give *.t to us, 

- C’OL .IT: In other words, you wore content 

co j.ccept ho p.-> ratioas ani. understanding that you re¬ 
ceived, is tl.c • ri c at? 

L-’I ? WITNESS: Well, not re 3 ll r , your 

Honor. 

TH!3 CO! MT: But you took no action? 

IT i V71T.TESS: We took no action, correct. 

Q I a vow you Exhibits 55 thorug'n 107 tor 
identification and T v;ill nek you just very briefly 
to describe ecoh or 2 of those exhibits. 

h Ti ore cr.e t’re monthly annual statements 'f 
Piper P.rcrraft For the calendar year of 1970, plus tae 
January .31. 15 71 unaudited statement. 

t Did you receive these as a director of Piper? 

A I did. 

KI*. ACT TTuL: For the record, 95 is the 

January 31 If /0 w vudit?d Pi-.-ar financial .etateme’ t ’. 

)» .'s tii 2 Tebruary ’.j, 2570, 97 is dated March 31, 1970, 


d.; ;€f?M > r : • ,^r n :. ,j c*RTer s 
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3 ji 98 13 c'^e. /.pci- .C, 1970, 99 is dacad May 31, 1970, 

j j 

lot .is dated Jane :C, 1970, 101 is dated July 31, 1S70, 

|l 

5 ;! 102 i3 dafc ~ a Auguefc 31, 19 70, 103 is dated September JC, 1 

i 

6 : 1970 ' 104, October 31, 1S70, 105, November 30, 1970, 106, 

7 ; December 3/, .970, 307, January 31, 1971. 

S I off ay Exhibits 95 through 107 in evidence. 

i 

7 : K - : - PEIlNOYE.P.s Objection. Relevance. 

. 

0 ■ >IK * ZXlMi I join in that objection, your 

j i honor. j 

! 

2 j T!?R COURT: I am going to sustain the objection 

3 j to a mars off;.z of £.11 cf these docurants, but I will have no 

t 

4 hesitancy in .:ocei*/ing any material and relevant evidence 
j , that is particularly defined and poinced out. 

> ! M-; • AC.IELL: The purposa of this offer, your 

» jj l onor, is to arable our expert to testify from ‘■.he riper 

j ! tinnncial dat;. 

> I: 1 - s CO IRT: The authenticity of these tocumaits. 

ji 

j ;! -■ taka it, in conceded, and if any question is rai* «d as 

!j 

ic the found?.lion ..or a question that you ask your 

f i 

; ■; frparts \ rj g that will be tin e enough to present ti ese 1 

i' . .. ! 

n_.ics la e/i mc:, Otherwise they are just mat u 
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Ri: present then seen tc have no Materiality. 

EY .MR. ACXELL : 

0 During May, 19*9, Mv. Rochlis, do yo « recall 
tracing any requests for information from any officer* of 
Fiper Aircraft? 

h May o: 1969, yes. ile had been asking at 
thac true for more information -bout the Pccono ii.rc*aft, 
in particular. 

0 To whop, did vc make that request? 

A Primer ly to B: LI Piper. 

Q Cor yo» place i in time, in May? 

A I thin.: it v is somewhere around the anna: 
meeting — I am sorry, *ne :card meeting. 

Q May 6, }?*;? 

A If tha ’./is around that meeting, th it wo aid 
Le about L ie • >e. ’'hat was rsu.ily the only t\vs T. 

v c-uld sao J-1-. 

•-? Can you t.*ll me .hat ;"iu asked of W. 1 . ’iper. 

W-s vero concer tec with what wa had learn ?d 

nd we ashed Bill to 
as he ccald that *ould 
constructive dsci-dons 
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U;j to lT *V 1969 '^at had you been told about 


9 ] A Virtually nothing, except for the minutes 

U ; -tiat: w<z received of a boarJ meeting which defined tha 
j j state of affairs of the Pooono program. 

2 Q WJ at board minutes are you referring to? 

,3 jj L Avgust 6 of 19G6. These, preceded our caring 

4 '! O'l the heard, and we had requested some of the minutes 

5 ! pr.tor to our coining on tne board andwe finally got t lose 
'6 ! in April of ’ 6 1 ). 

Q Can you tell me what it was about those 

6 ir. nu. tea tint caused you concern? 

9 A Tt waF 3 boa ^ d meeting of the company in which 

vj j! the executive -ice president of the company was aski g 
j, board to take action and mov- ahead on the Poco-io 

I 

2 program an-! a meeting in which other raembeis of the board 
, j wore vi.laiitly opposed to the Pocono program. Mr . Poole 

* ' W, ' £ “P^sed and hr. Gro*n wc.s opposed to the concej 

.3 ~ f - 0;ir lV '- ac ' with the program without having the 
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financing fir«5t cle arly understood as to where the f inds 
'•sro going to come from to run the program. Mr. Poole*r 
comments had to do with the fact that he thought the 
company was n.fc prepared to go ahead with the program, 
that there was some significant undecided aspects about 
the airolcv.e, that they had Lost too much time in 
getting >.o the present feint of development, that ha felt 
they w. re in 'act hurting their regular business by trying 
to qft into the Poccno business, and this sort of thing 
v.ar defined in these August 6 minutes. 

The interesting thing about than is that there 
wasn’t eny rebuttal comment from either of the Piper 
family, only that after Mr. Poole finished his discourse 
they said, "Well, v.here 3hall we build the plant," co 
if they didn't hear any of his comments. 

I noticed ir. the board meeting that foil wed 
t.iac bi.iw.a me: txng, the Augusc. 6 board n.tcting, the rirutes 
vera ratified, accepted wit a out alteration chat ioeve r. 

S; that I took those minutes ;■> be very 
eaain»:J:ul ar* chc fact that the Pocono p r our am was 
rv 2 , y sej io--. trouble if rot that it: shciu.l be aba; toned 
‘?:-3c. <:n :r,: Mr lutinadaid here we hid i •> i rriii g 
. 3 >-ir . ;• nc <ly mi teJ to give us info flat..on on it r.o 


.7N It,*' :cin* .'!• PO.VI.I : 

! If ■;-« roufr, *.cJi 

•' .N % • T(fwSr-K-« (-1: t, lit V,T 
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that he could bocc #2 a pare of the deliberations on rhether 
tie program should be ongoing or.not:. 

C* What did W. X. Piper tellyju after tiat May 6, 

- >5* bo »rd meeting on that subject? 

A I don t recall. 

Q Weil, you tettified that you ratde a request of Mr 

Floor? 

A Yes. Well, wa never got anything beyond 
that. In other word3, beyond im August 6 minutes we 
r>svnr received anything from Bill Piper or uiyone else 
at °iper on the Pocono. We w = re always to .d this i 3 what 
happened or that is what happened — 

THK COURT: Dj.d Mr. Piper tell you arything 

in day of 1969 to IndiCcte to you that he lad lost 
faith tn blazing nev; tre.ils by this Pocont? 

THE W^IT/UEa>: 

THE CCUT: In that particular cine? /\ I 

t on : t think so. 


.< !• 


// 


T ' CO'jLX : All scientific la^edoproent 

't a mecter ci soriilcdy 3t jborniy opti; is etc, .-.sn't it? 
fomo timer. it ':-rki; and soictcimns it doe:n't? :Csnt that 


■A 


i .Ifc; ££;:tiiC'i 


c \ mi I i 


c.r lovolcpnent i. i science? 

i Wl>:KESSr Crcept that tl .tr vv.s not very 
aa> tl ey were doing bore w.v. qc: v* ctfj.nsry. 


*>' : itifJMVflhl.'l CjOUPT PEPOR' i i f 

'touts; ■; C-APi lv.)!Ji • 
i " '■ 'l '< £i£W.'vtC-: t/.s 
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.f 2 cual.lv. i have been a part of programs of this 
tv)?., in other businesses and they were merely modifying 
4 * s ^iu-cing 'I'lg'ine. to fit a preconceived airplane. I 
i,xrt V j " t specular cn what I think happened but 1 
have a :irm good fesling about what happened. 

mr. COUFT: You don't think Mr. Piper was 

dourg this for the parpose of plunging his company into 

disiste::, do you? 

TI;J\ WITNESS: No. I think probably he had 

blind flit! that it might eventually work out. We know 
today that it has not.. 

THE COURT - He had also indicated in the past 

b.L.nd faib! in other new ventures for the Piper Company, 

had he i.ot? 

THE WITNESS: I don’t know that to be a fact. 

ri'b COURT: Don't these reports refer to the 

background of '..he company? 

TM. WITNESS: Yes, but they refer to the 

e::fcrtr. ofc another management,really: His father. I think 

Cl 13 v:£u '• ill y BiH’r. first go-round and I think, if i ma y 

say so, hi' jv.drpr.ent: vas not good. 

TI COUNT: Vas there any indication -.hat 

c!.c fai hnc yist led a peaceful existence and had not 


c C-j ft ji? ft?c; COURT REPORTERS 
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if.y. M*■ y.ov memo* an 
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fif. i.ricl l." erect new signposts along the path of this light 

i* 1 •;< r«f : 1 cui; try? 


T'k3 WCvMESS: I think at this pint, your 
IJ >.vj$ , that t a senior was 87 years old and he was probably 
.' ; .0 years J; <? in moving out of that spot and Bill was a little 
. i mc”i/. in. '..hat would hs. ny judgment. 

Vhii: COURT; Did that influence you and Mr. 

Vio rel ir ;<v jay :'.n going into the stock purchasing 
program in January of 1969? 

THE WitMESS: No, it did not, because in 

th: ffirti ^seance we had no .inkling that there were 
ths-'ie types oi troubles. They were not immediately 
apparent, .diey were not even apparent to some digging 
Jur. yon -.cuid have had to lave some suspicions that 
sonethiir like that was afoot. 

Ti;E COURT: Didn't you have a feeling that 

I r. Pipar, .senior, was a li :tlc superannuated and Mr. 

Riper, ?r. , wis a little pwraeture? 

Tin WITNESS x >10, not at that time, I D.ust n.ay. 

T. '2 COURT: Allrr.ighfc. 

i 7 Mlt.ACilt.L: 


. Rr.'.hlis as < : early August 1969, at 


• .v you; uiide: 


•.anting c* - ! tiin status of the Pocono project? 


jC . 1 » U \ */j JIT Rf POR fEfiS 

I ..*T<' \ :iOJSt 

• ! A < •*• A,N VfrW OlpviinD 7-4560 
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v. 7. r l.ieve -that watt the point at which we lear*-nd 
i.fi-r:/' 'fi r /.illaca that the company had two apparent 

i: : .ou£. “rchijiu - — 

0 D’x.r: you explain what you learned, would you 
i.jl . mo .hi t aur undarrstending was of the project? 

L n: he Poccno? 

'» 'r i 3. 

A I.- August of '69? I had no understanding. 

2c v» as "i :f J : wort in limbo. In other words, we knew 
rf. *11 M e horrxoly indecisive posture the board aseuned, 
t iu rrcir.ner of the I card screaming "You can't go ahead, 

; o; don't l.-vc the financing," another member sayinc 
i cii:: nr tiling U.'€ rest of the company playing around 

• ;L :' 1 v:h’.c : <Le. <::c. st iil other members saying "Let's 

• o ie.ii v .Ui this cirpJane," fjid this indecision prevailed 

i uj r«j M i; period and :e could not get information that woul'i 
1 . Vf to i.i ;V. luce nents. 

0 Mid t! 1 pleint in Lakeland been builc in that 



I*.'! c c...r:;ri to i conversation with Mr. Wallace. 
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>M3 «'r<..jv • third quarter of *69. Is that about 


1 i. 


X ; ' suggested September 4, 1969, would that 


fired’ /*:! • .“fjol.’.rotlcn? 


J ccjld be. 


Wi; else wo:: presort at the meeting? 
‘ ) :ry Murne'c ; and Leonard Gordon. 


;.j 3 Mr. Kali ice? 


hr 6 rayrolf. 

wist did Mr. Wallace say about the Pocoro? 
Id sale.. "Would you believe" — 
f i.. FE' IIOYEI:: I would like to note ar 


■ :;i<acttci. yci.r Hc.\ot — 


H i COCRTs Overruled. 


. ... PE liOYERj 


to this line. 


? •? L 


rc •* o 


i rai: "Would ycu believe there people 
.1 i. ; ]< nfc icr an airplane they don’t krow If they 
- i. c or haven't figured out hew to make?" 
as /ery upset and v»e were upset when we 


2 <iru ■ . , i. c tn' i they veer, calking about abandoning 


> '*•* J ct 


!e vers not fsked vhethar ir. should 


r an. ;; i:* j cf th.n kinc, we \ ere being 


C‘li i 


i. Jt .’t£y -were yr. lr g to do. 


$.;■ • -ra< ] -‘jvvr '•i,r''KSP3H’tH5 

JciV.;-: S’V.ii-r r\:» **t ’•! , .;Ur£ 

I'd ■’ 1 . I* *••*!! JTi UANt 


»Sy 
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rhi* th«j first time you were told thoie 

i t time .1 v/<i£ tele’. I don't know whether 

• V « C: t ' 

COV?.Ts Dj.c you record any objection 

•' i ‘ 'y ' • me etir.cr ,v" w v:t the abandonment? 

; .JI?.\'E33: j ciidn't think ve were 

I'i: I-'P' '- 1 * 

• COUfT: Did you record any objection? 

:: WXWESS: Vo. 

<! >i« tie Pocoro project ever formaLLy abandoned 

i ' 1 -' f- ' i- x >o?rd :f directors? 

i - i i board, sc far as I know, never took 

: .on. n .v. v/n-rn't that v/e didn't take action; no one 

ool: rs • ;r. i.: 

‘ r 2 y f rear cho transcript of the deposition 

• * ' j': I . : s tekan :in this action on February 25, 

»;i 

A : . s 

’ i yzv- xac-.r in t?nuary 196‘* thai AVCO- 
r1 '■ <■' t5 unt its best efforts tc 

] " -.1.5 r. r v s 'ji:r o —— 

-* : < objection. 



V.ICT 



> 



*<vo 
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*r:« '(XXL; 


- had not. finished my 


.1 l- : :i 'Xc> 


t T'.-.:0' r l.L: l m sorry. 

J ' v? I rtfe engine wa.s an experiment.il 

"Mi’ r<1 >' hftve to be certified by the FAA before 
I ! >r * 1 '' ? t cot cil 1><H produced, would have been in 

: i-t-ruv* Vj puroi:3se3 of Piper stock? 


PEF OVER? 


Objection. 


C.Vi T think I, will sustain the objecti< 

in;; 1 s«v.i ihtv that this witness made any cogent Inquiry 
i'r;o th< r. ru"^ctu::lag process in January of 1969. As 
f c* .is ->• j. i „y_- te ;t:.mony so far, they went into this 
> the t-.isis of their estimate of the 
K ' - '’O'ianuf of jetting control, whxch is an 
. .. il; —if ’.ani: • ieicl than evaluating the products 
id ivar : .• ?t!?r: :>j £ d so on that you are raising now. 

I ..cm c think there is a sufficient founlation 

t : •. »nd £ ar inquiry as yet. 

<, ~r, oonvnry 2 969 did you take under consideration 

' «*• v,cr. •: r • •> Jecfc? 

• PUNWOVERs Objection. 

-O’Jhr Overruled. 

h Pccon:. project *ac very mucli c consideration 


. ' . ;:i ,\t repost sn: 

f<: jct'f ■ Hcusn 

’’’ K V -., V .»?•*£ 90 


V 



:icr hiin-di'. ?ct 


in oar daliberanions in January. 
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0 Wttat did you learn about that project and 

from v;hat jotircos? 

h Everything that wo learned about it was from 
published ft;afc, ' n ' en - 1 b 7 Aircraft, cr others, commenting 

in print on Piper’s ccranenta. The investment services 

nd rU-i?.:*’:; cui aocouncements, in the annual 
roperi, and nr. on indicated thatthis airplane existed and 
' *•■* * : * v ' )a '- ?• vi/ibla economic concept to the point 
o-.vr.ri. lire committed to build a plant. 

y.u atop to think that a listed company 
. abje'e- i f-E2 as wei„l as the New \ork Stock 

. i-c i . / j 1: L.io .:’ as regards disclosures and in 

addition y-u hive the Federal Aviation Administration, you 
>fV - 3 • 3,1 P-’ r s-irervised entity, so far as I am concerned, 

<.rd X vonl-u as suit e no one gets t.i airplane into production 
cr off rJo oromd without the FAA saying it is a good 

.iryUno a.; y wou.i assume you have the certificates in 

‘s* - ot ’a-/ .uaarly 30 . 

FbiN'Y'JU: i move to 3trike the answer. 


ri-73 coj»;i r: 


“O That is descriptive of his 


» ri m’. I < no that nay create some affirmaty *, 
; r. th: r :■?; . zf hi3 testimony, 7. don’t know. 


:vDuri-5; : r:'. risTtuc*! court reporters * 
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X 
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i 
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C: D>.:3 Chrxs-tjxaft invest in Piper in January 

- ^ ! '-tmneial speculation? 

J<o 

Hini influenced you in January 1969 to vote for 

l‘\? Pipzr i>irch ; ’.3?** 

a viz Ukc.c the gsnersl aircraft industry. We 

•v w; l3 constituent of the iniuatry and had 

: attention thai. perhaps, say, Beech, 

! ' ' fc S P 2ut -•*» tiiiic: .in the smaller, single 

‘ ; * !: bH * ? - th<2 opportunity cf getting into the 

•• i ■ -..Cii iii and .in oo doing brougl t in Ils 
' r * -Mmiog capacity. 

fco w * that possibility and there were 
-. ■ li i _ 5 s T.uire wore an enormously increased 

- -*■ •>-«./ it i i.gir 'are :ionu which alway.i begev 

? ..t ',. t •. --.ley. in that and basically there 

' * T, :,/ • " «'• olab.'io approach 1 3 general 

v ‘ '• "7* I»irc:rrtf # ;. 

*• Jt.-utes-vji-r 4, I960 had rev be.\n tolo 
U! r.’.s .■> a nrirkeL? 

.• i*)7.:t>:.l jii Objection. 

•... .f !> t’jii cold? 

.. O'/c-ivtled. 


a i •» 

pi 


I t >.: t.: 


• /- 


• i ‘ ll Tt 


' >' v ; . r..?? r •"•sorters 

; S?• 7L * ?XV.r: :-'Cl«SB 

T- C0»ttjue 7-45E0 


Yrs. 


loohlis.-d;l::eot 


; !?.c. I o3k n told? 


YCiS, 

T 15 ( 5 . rot be in told this, no. 


19634W 

1 •« . 



**•*«>?? * t ** 



«.it w.:-, your understanding of the power for the 

« t:*at t:\ma? 

i eu frrsy, r didn't hoar you. 

« 

».T£. your understanding with regard to 


the ••ocoiio prior to your meeting with Mr. 


~h r.9 w?.c virtually no discussion about the 

* :ne tim- chat we had asked f Dr information, 

Lr ' U tirc ir - Ee?tcnb«r that we heard that the pro- 

c. f'.oa u onac.. 

-i -d you spe&c up, Mr. Rochlis, please? 

u no have an understanding aoout the engines 

• 'ha clane? 

n<»t really. 

?0 T J3T: Would you have under stood them if 

MVtl ir.g about, it? Did you have anything of 

% 

! J hxey-j round? 

** UXfCIBSS: Yoa, I do. 

»*?. OOli.C: jin what way? 
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A I have aad two years of engineering in '/• ^ 


ancfxnrei schools, engineering drafting and engineering 1 
strength :ec materials, and also in my work in the 
.lirirlcc. I de.?I rulto n bit with engines. 

covin /There did you take engine 




v- ? 


1 ! 


'] 


* * I, 

• 5 i 


TO iE;3S; Drexel Institute in Philadelphia 

•i'l/i; COl ilT: Wher. was that? 

Tit, TONE3S: 1915, '46, something like 




) • 1 


1 


u i 

i 

V j : 


T :<: C0 - >RTs Did you ever apply that schooling 

:Ti •try v?f. contacts? 

Mci WCTSB3S: I worked for a short while 


, i 


... n 


1 2 -i tsi. -ji, 

C0UVT: Vov. aad vary little, if any, 

- i(. iv lirvA . <; •iCf [ '?'i<?i*ing experience? 

■i : TO' ESSJ: C»t..v*r than in the businesses 
•>:i: 're v.vr. operating. We were operating ten diffemet 
1 .. " ‘ them he. 1 to do with mechanical 

i. Ia:I 1 if.tltuc'e* in these areas, I like to 

t-hirih. 

’ l3:1 f >0 ^ V,MD of t.he facts set forth in the 
coposit.l: r; o? Mr. Psrris in January 1969 would you have 
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U Sochlie-direct-cross .19654x058. 

• 'f * , ' y : . w ' 

” e * a U ' WW “* “» i» Piper by ChrleUr^ 

m - »®«0f)!9: Objection. 

• ■ /.•■» ‘if V 

COURT: Overruled. 

v! ’ * ' 

** ’• i c&iinsry *69? 

0 -as, !»:.r. 

A ’ ” • T * i " wr V •«» if I had known the very 
"2-•»•.*» i>- ff'-iro rn regards the source of power 
n ' : 1 P* €lb «t>ly would here voted sgainst the 




v -<ie hij.cjji. 


t 

;j ^ ci:ci *^ No i?‘irthar questions. 

•I ttKSS-Jj ?.* i-?o j 

j L Y Mix. >?' ?«>:C »sff* 

i 

*' n •' UlC,i :o 1Enrbad( '» Oil January 2, Mr. 
rC "' 1 aeilX frow - Siegel to you in Barbados 

! '■"* i,: ’ *"»*«* ^2, eh ares of Piper. 

• 3 you vc'.izl $ c’jat.y 


* r> ‘ in '‘ 7 ° it:c3rl in your direct testimony he 

^ :ir/i get ** 311 information about 

* •' i-5 • &:,u ..-I that testimony? 


i. > **»: >•£.- 


L K; 


** ' ' €itc Lo y° u f::oir ‘ 3P’ir deposi-.-.ion on 

'^ WMrcimately four monv.ha after 


XJTHERN DISTRICT gqikt rfpcpters 
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* • * 4 - ■ 

vis event. feu wore naked on page 26: , Z 

At i *' aj >z cf ^ Jsnuary 2 phone conversation 

;v: ' :l D, ' t *’ ;rt{i3 :1;d * ir * Glecpsl or Mr. Gordon ask you to 
,oUc ‘ 3 ' ; i if era at ion or. Piper? • . ' J 


’ 7 ' •’ t%ri - tj.-ath.fnl, sir, when you told it 


--*■! • -t'Siltl on’r 


. /e \:h&y diC ask me. i didn’t 


• ; *-,• ’ } • * 1 «... 

• *• • • ' kl..<i., 


: >» -tier tfords, you chanced your position on 

• «. v* ,m. io- r*:<w tcid&yv 


11; r.cry . 


) «.V i f h v •:: 


1 h.:vc had a chance to refresh 


- c "rv. : : ata'c-jncrt that your recollection 
'* r,f£! ninths after the event? 
:S| ra 3 ~ -^ve 2nd u chance to go 
• ’ < *: . rj-je tilings »>vl 1 have raireshed mv 


'* cor; 

. L rig it. 

*d iu vioss on, pace 2 * 3 : 

nf' i«!«at:lo;i on Piper? 


■tL c referring co the phone call? 
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73 P. 


Zt 00 v o«;r : 

i • 

H; ' Gordon or Mr. Siegel at any time 

rrrpxrccl /:•: ; 5 that? 

I:i vlJiit tii to eocnvance are you talking about? 
C - * VJ ,:aJc£j ^ ir? t between January 2 and 

*' 3V ^ 7 2J * " 2a: -P >' ou ' «wt in the day of the cash 


■«. J Kv •< 7 7; i (i .. *.■ 

"* lv ' 1 3 >1Bt b ' f °ra or just after wo made the 
2 cs:cec to update my file." 


' 7>1 J:Cv * wL!ec tiij'so questions and tho»» 


jv.'ci-a? 


''*■ C co ' ,ird 1 via ® correct them in the 
*.<ut I l.v.s revrodhe;! »,y memory since I have gotten 

' i: ::J 4:; r; ‘'1 v-hich I did rot do prior 

d-sl y^v. looked at your file before this 


d ■ Ldi 


” ■ 1C? ’ ‘'- ver b ' ;Qn a deposition before 
tney worked — 


' • ^ ~T CJ'XtT RsF 3 PTERS 




Rochli3-crcss 

Q You knew yo j were under oath? 


1968 Alom 
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A Vos, X di.d. I wan answering to the bo 3 t of my 

recollection at that time. , . 

■? # 

Q 3. show you the documents you produced today which 
you aay fro from your file and I will ask you to tell me 
what .(.p in there that refreshes your recollection now that 

you wero afdced to update your file on January 2 — " . 'i 

> * • , 

A I* wasn't only there things, but there are my 
diaries, my pnone rewardc or conversations with various 
1 -jvj.Ue Ercu whom l tenured acme of this information — 

Q hot's tak* it one by one. What is it in those 
c'.ociaeiits thu- re~::_sh&3 your z©collection now? 

* 4 i 

A r Jh in (indicating). 1 had to go out and buy this, 

% 

bectusu my iiorri.ee ‘.ad expired (indicating). 

Q Handing met Exhibit 38. Where is the date on 
iha-. bird \ad: that ycr. bought it at any particular 


•UoTte? 


. is I.y recollection, that I bought this when 


^ •* ** J . *» 


VilE COtm. Dated Aurust 29, 1066? 

’•itS WITiSirvSs Right. 

Q 'Met jo continue. Wlmt else is it in these doco- 

ti .'■>». jirodaced from your rile — 

x y::Ci r..e.u j*y, now, this was givon to me by Mr. 


' •< ussvr ;j;rr reporters 

- -tr-ir. :>• :. r*f louse 
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No Ison of P/juity Research at my request in the first week 
in January,, 

Q This is exhibit 90? * i 

A Yes. He said that was the only thing they had 
in the files and I 3aid I would fake it. * 

Q You said Mr. Nelson, the first week in January? 

A Right. 

Q '/There do you have ary notations that you called or 
spoke to Mr. Nelson or that he spoke to you the first week 
in January7 

4 

A I have no notation,, but we discussed when I found 

T 

it neceretry to update my filer; — i discussed where I got 
each of pieces and worked it out that -ray. Mr. Nelson 

can testify. Z am &ure. if need be. that he provided me with 
that information ac that time. 

G Do you htvc anything in your diary or your notes 
flat Sj'.ows that you spokci to Kelson the first week in January? 
A No. I don't make a record of that. There may be 

r. phone ci.il in my phone diary, possibly. 

Q Tiers might be a phone call in your phono diary? 

A Yhs . 

Q Hava you looked at your phone diary? 

A Yea. I don't recall whether that is in there or 
rot, but M-, Nelson would oftentimes stop into the office \nd 
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• 

see what I wa3 working on and provide me with information. 

Q Did you bring your diary today? ' * 

A No. v 

. .*•*.*✓ M ’ - I 

* * /l* 

«. » 

# . • . 

Q fir. Kelson was somebody you spoke to quite often? 

A No. On occasions ha would stop in and share his 
research with me. - : V 

Q Is there anything else in these doc ume nts that 1 • 

K * 

causes you to chance your answer you gave in June of 1969? 

A fes. The Value Line surveys — not all of them 

rre here, but they are dated that way. ; ’ 

% • • -+■ 

Q You were on the mailing list for Value Line? 


Yes. 


■ ** * * s 

c. v • *- 
>.*. • r *■«, 


Q And you collected a lot of companies from Value 

Line — that is, information on a lot of companies from ' 
Value Line? 


Q And there isn't anything on Exhibit 92 that says 
that ycu received that in early January? 

A Via don't date them when we receive them. 

Q Will you answer the question, please? Is there 

«nny thing on Exhibit 92 fcat shows you received this at any 

particular time? 

A Yes. 


Q !'71xat, sir? 


r?T DconovcE. 



• * • . 1 ' - 

-' 


• v. «V. ' • 
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Ite received this on January 17, 1969. v•,*!■■ 


3 ; Q 

j 

What are you looking at? 

4 | A 

• 

1 

Right there (indicating). 

5 : Q 

The printed date on the Value Line 

* j A 

Right. 

7 Q 

And this is one of the things that 


9 ! 

. i 

v ! 

10 

li 

u 

t3 

»«; 

15 

16 ! 
" 

» 


a regular course? 

A Correct. 

Q and your secretary takes the Value Line, pulls the 
sheets out on the hundred or so companies on which you keep 
records and puts them in the files? 

A Ho, we never do that. This is normally just filed 
as it comes in. r pulled this out because I was interested 
in -he company at a given moment. At the time I was doing 

research on Piper, so 1 had the Xerox made, otherwise we 

naver Xaro;; them. 

Q Vilara isn’t anything on there that shows you when 

yoa pul Jed it out? 

A HO. I am saying I hau to pull It out .round January 
17. 

Q *ba* you show me something else that indicates 

the basis for changing your answer? 

A This had to be purchased on January 16 (indicating). 
Q Because of the printed date, January 16? 
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buy it. 
Q 

16? 
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. y„ v -/ ■. *r 

Yos. we don't subscribe and I had to go out and; •• 

< . .... .. , 

■ / . V. -V !/' 

-c- ■ '• 4, - - 

,t • .*■ / <* \ • *'* 

• / ••'/s , , " ;• < ' • * * 

It could not have been purchased before January" 


*> ■•••• »-v .*♦ 


Right. 


Q 

A 

Q 

A 


What else, sir? 

This piece here (indicating). I read that book. 
What is that book? This is Exhibit 94. 

American Aviation, dated January 20. It actually 
becomes available al>cut two or three weeks before the date 
of its printed publication date. 

Q I tcte you have circled here in red the four 
airplanes of Grumman, Cessna, North American-Rcckwell, 
and Piper Aircraft, and is it correct each of those air¬ 
planes that you have circled aro agricultural airplanes? 

A /ea. 

Q Isn't it correct that at this time, some time 
shortly after January 29, there was an announcement that 
Chris-;, rur c brought suit against Piper in the Brooklyn 
i ederal Coirt alleging antitrust violations based on any 
I'ipor-Gruuaar a»argor and you, sir, were asked to develop 
inform-. tix i on a possible competitive problem between Grurnan 
and Fipar >ieed on the agricultural airplanes? Correct, 


* V 
% 

1 * 
r* 
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A No. 


Q And why isn't that correct? 


1973 A 


1066 


V $ 
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A I don't think I would be qualified to wake that kind 

of judgment. That was an antitrust situation. V "* '• * . 

’. • • *'/ ' _ . 1 

' - «. •; * 

Q Weren't you asked to develop Information on the <■' 
nature of tho aircraft, the agricultural aircraft built by 

Grurman and by Piper? 

A We diacuesed it but I was not developing informatioi) 
on it. 

Q In this case you were not asked to develop ’Uiythinglj 
A No. 

Q What was the basis of your information in agriculture 

aircraft only? 


A Because Piper,unlike Beech and Cessna, is fairly 
heavily involved in agricultural aircraft and I was looking 
at that side of the coin at that time and if you will notice 
in the annual reports, I have done the same thing. 

Q before the cash tender offer did you discuss with 

#■* • 

Mr. Siegel this agricultural aircraft of Cessna and the one 
of Gruracan Aircraft. and the one of North Aerr.ican-«ockwell anc 
the one of Piper? 

A No. I don't think he would have been interested in 

that. 
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Q This was just your own curiosity? 
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A Right. 


m 

Q What else caused you to change your answer?’ 

A This report here is not dated, of course, but we 

co have a strong recollection of getting that around January 
10 or 12, thereabouts (handing). 

Q This is Exhibit 87. 

♦ • ( 

A The 1968 annual report. 

Q Piper’s 1968 annual report? 

A Right. 

0 and I believe you testified that the Pocoro to- 
presaed yon in reading thia annual report? 

* Yus. It is featured in that annual report. 

0 You notice up here in the caption next to the pictuL 

<£ the .otono it steaks of an 13-place experimental mini- 1 
1inor? f 


Q Did you *eed that? 

A fen, snd a few ether things. • 

Q do proa li ns in there about a delivery date? 

A Ho, but hoy don't any it isn't flying. They 
rail they tmro building a plant for it, too. 

Q Or being back to the date whan you think y0 u col- 

3 d - t, tivac it, there ia nothing on there to 


• r T S*» Si!C ■' c: Y, J ’iY RFi : rr»TER *» 

5 iri ' rT; S' • i c- •.». r* house 
- ,lu/ VC.!.- '■-J.YFh'JXSr QJ2,Lti>.y. 



llochli9-*cro3s 


1068 


indicate the date of receipt by you? 1975 A 

A No, other than my memory. 

q And your memory, you say, is now better than it 

was three months or four months after — j 

A I have taken a lot of effort to recollect a lot j 

of things. j 

Q Was there any particular reason why you made this 

effort to recollect a lot of things? * | 

A Yes, because I was told I would be a witness here j 

and I wanted to know what the facts were and I got myself 
bad: into this thing to see what the facts really were. 

q When you were a witness before is it your testi- 

nony you were not interested in looking back -- 

A No. I had never been at a deposition before. 

q There ware no surprises, were there. Hr. Rochlis? 

A Well, I dc.'t know. j 

Q What else was In these records that caused you i 

to chancre your statement about being asked to collect ! 

information in the early part of January? j 

A In chose particular records? 

q YC3, sir. 

A well, thin thing vas discussed at quite some length 

(handing). 

Q That is Exhibit 83? 

A Right. 
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The Forbes article? 


Yea. 


1976 A 


* V ' > « , 


Q Dated November 1, 1968? : 

> ' . v 

•• * • 

A Yea. That was in my file. ” 

/. * ' 

Q And nothing on there shows on what date you re- 

•w 

ceived it? 

.i* . . 

A No, except I know I get it, as every subscriber 

• ' 9 * *4 * . ‘ 

does, as issued. 

. • .* * • ' 

Q You are a subscriber to that magazine? 

A Ye3. 

• v 

Q What else? 

* 4 . . » V* 

A And, of course, the annual reports — 

Q Which you already had in your file? 

V ♦' 

A Yes. I went ever them again to check them out. 

I spent two solid weeks updating myself during that period 
and doing it very rapidly and working quite latse at night. 

Q On your direettestimony you, I believe, testified 
before the cash tender offer you discussed with Mr. 
Fiagol and with Mr. Gordon the possibility of the goal or 
intent of getting 600,000 shares on a cash tender offer. 

Do you remember that testimony? 

A Yes. We discussed a lot of numbere, 400, 500, 
600.000. 

0 Wn3 the object of tn.it discussion, to decide whether 
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q And were they truthful whan yc>u gave it? 

A I thought they wore. 

Q And are they correct today? 

A I think my recollection of it today is better, 
because I have refreshed my memory on it by discussing it 


with my associates. 


Q 

A 


And your associates are who? 



Mr. Gordon, Mr. Siegel, Mr. Bonanees. 


Q Anybody else? 

A I have always had an upportunity to refer to sons 


nctes that I have made. 

Q Yovt have some notes? 

A I have since found sere notes thut I made, and the* 


indicate to me that we diccusse! it at the time when it looks 
as if we mightbe able to buy tht Hutchinson block of stock. 

V * 

Q Did you bring them wit* you today? 

A Wo; I did not. Hawkinjon block of stock. • 

■Sxcu&e ma. 

Q Incidentally, in connection with these studies of 
Pjpar that, you made, did you w’ite or generate any memoranda 

before February 3rd about Piper or its products? 

A Ho. Ho; we don't us rally work that way, because 
/a are a very small group and working in a few offices, and 
•re do almost everything by fers-feo-face discussion. 
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; to get control on the cash tender offer? 
j A In part, yes. 

| Q I will read you from page 35 of your deposition of 

, June 20, 1969: 

i 

"Q When did you first discuss the possibility of 
Chris-Craft claiming a control of Piper? 

"A I don’t recollect. 

"Q In terms of events, was it before the caeh tender 
offer? 

"A Ho, I don’t think eo. 

"Q Was it at the time of the cash tender offer? 

"A I don’t think, so. Let me correct it: I think 
probably during the cash tender offer. 

"Q Can you now fix a time? Was it in the beginning, 
in the middle, or towards the end? 

"A Probably in the beginning." 

Did you give those answers to those questions in 
June of 1S6S? 

A If that is .fhat the testimony say3, I did. 
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THE COURT: Did you turn these notes over to your 


counsel? 


THE WITNESS* I don't know whether I have given 

* 

those to you or not. Have I, Joe? 

MR. ACKELL: I am not sure, Mr. Rochlls. 

THE WITNESS* All right. We'll have to see. ‘ 

Q Mr. Pxichlis, were you given to believe recently 
that It was important to be able to testify that 600,000 
sh >res was discussed before the cash tender offer? 

A No. I recall quite well that we did discuss 


that. 


Q My guesti.on was, did you believe recently that it 
was important to so testify? 

A No, only to tell the truth. We did discuss the 


600,000 shares, 


0 Is that what Mr. Gordon told you: just tell the 


truth? 


A No; he didn't. 

Q Now, when you got on the Piper board, I believe in 
March or April, you saw these, or you received these earlier 
minutes of Piper board meetings, specifically one of August, 
’68, in which the treasurer, Mr. Poole, on the record, 
voiced hie difference of opinion about the Pocono program, 
you remember those minutes? 
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Yes. 


Q And he indicated, and you learned,when you read 
them, that he felt that the Pocono program might be too late; 
correct, sir? 


Yes. 


Q And he indicated also other reasons for his 
belief that maybe the program wouldn’t succeed. Do you 
recall those? 


Yes. 


Q Now, when you learned this, in March or April of 


1969 — 


MR. P13NN0Y2R: Withdrawn. 


.A 

Q What did you understand the _ 

r ' . t i 

MR. P12NNOYER: Strike that. 

I ■ ',*’ 

Q Did you understand that the Pocono was Piper's ent 

into the commuter market? 

v \ 

A Yes. 

• Q And you understood th.t it would bo uonpetlng the 
Beech, didn’t you? The Beech aricraft? 

A Yaa. 

Q What model of Beech? 

A I don’t romamber the name. it was provably one 

of the Eonensas, I yuess. 

Q Probably vha ** 
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Q Probably what? 


A Probably one of the Bonanzas. I don’t recall the 
nai-ae of the Beech. But it was a question — 

Q One of the Ecnanzas? 

A I recall it was going to be anywhere from $5000 
to $15,000 cheaper than its competitor aircraft. 

Q You know that tho Bonanza is a single-engine air¬ 
craft, don't vou? 

A I'm not familiar with the Beech line. 

Q And yet L+ . Pocono was tremendously important in 
your thinking, was it rot? 

A ?es, because I do knov. that the market there in a 
piece of the market that Piper cbusn'tpresently have, and it 

W3uid Important if they could get it, whether you know 
the name of the airplane or not. 

Q U ro you asked this question and did you gives this 
answer in <!funo of 1969, page 107: 

"Q if you don't know the identity of any particular 
Beooh model which you say i s the one the Pocono emulates, 
do you know any of the specifications of that Beech model? 


A ; I don't. I wasn't that much interested in 
it, fraikly. it was a program that came to my attention only 
by virtue ->£ the ff.ct about the concept of doing some 
finite! n 4J;d the lack of decision that the board faced." 
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Now, <JiJ you give that answer to that question in 
June of *69? 

A Y63. 

And was it oorrect?and truthful when you gave it? 

I think so. 

Ar.i oorrect today? 

If I understand it, I think so. 

And the program that jrou weren't that much interested 
in was the Pocono program, wasr.'t it? 

A No. I wasn't interested in the Beech side of the 
story. 

Q Well, was the progr/m — and I will read it again 
to you: # 

’It was a program ;hat came to ray attention only 
by virtue of the feet about the concept of doing some finano 
ing and the lack of decision that the board faced." 

Now, the financing — 

A Can 1 read what went before that, please? 

Q Mo, uxt. Pleaai answer my question. 

dow, the financing and the lack of decision of 
the board related to the Pocono, didn't it? 

A Y*s. 

Q And is it st. ll your testimony — and I am showing 

it to yon — 
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A I would like to see what went before. 

Q — that the program you referred to was not the 
Pocono program? 

A When I say i wasn't much Interested in It anyway, 
frankly, that was with reference to the Beech part of the 
thing inthe sentence that precedes it. 

Q And the program you fay only came to your attention 
by virtue of the concept of doing financing rad th, lack of 
decision that the board — 

A Yea. The hoard was indecleive on the thins, and 
you were asking me whether or not we could make a contribute 
the,.e, and I said we dr.in't have the background at tha; time. 

Q All right. Mow, the board was Indecisive abojt 
the Pocono program; it that correct? 


A yea, but yti are asking the queetion with rela Ion 
to 3eech. 

Q .Just a minute, sir. And the program that cams to 
your attention by - l.rtua of that indecision was the Pocono 
program; right? 


A tVa fine; :ing of the Pocono program, not the 
Focono program. Th, financing of the Pocono program. 

Q ft* ether nrds, it was the financing that only 
esna to year attention at that time? 

A Phtt’s no; what it says. it says there was 
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♦ r i 

indecision a3 regards the financing, and we didn't feel 

\ 

qualified to make comment on it at the time. 

• > 

Q Now, I believe you testified that you read the 
Forbes article of November 1, 1968, which is Exhibit 83, 
and I ask you, did you read that part of it, the caption 
above thepicture of the Pocono 1083, which says: 

"Always late. Piper Navajo (top) a business, 
plane, came out two years after Cessna's 4H. 

Piper's Pocono, a commuter airliner, will be two years 
behhd Beech's 99." 

Did you read that, sir? 

A Yes. 

Q And you also read, did you not, that they hadn't 
decided whether to use turbo-props? 

A no. I took that in a different light altogether. 

Q »Tou took that in a different context? 

A Well, the turbo-props,because obviously you would 

| 

follow the tu*bo-prop after you have a piston job. 

Q You say obviously — 

• i 

A I say obviously, because of the competitive aspects 

It would be $5000 to $15,000 cheaper, which meant it had to 

be a pistoi airplane. You could not do it and still have a 
turbo-prop. 

Q So, as I gather it, you didn't believe that state- 
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* 

A 


A I did believe the statement. Z believe the state- 

( v . ' 

ment that the Pocono — 

Q That is, the statement that they didn't decide to 
build — just let ine read it: 

"We have not yet decided on a couple of po i n ts 
such as whether to use turbo-prop engines." 

Now, as I understand your answer, you didn't believii 


that? 


A No. I said I tcok that in a different light than 
you take it. 

Q Now, sir,. I believe you testified that you checked 
the ’6L and *66 and '67 riper annual reports more or less 
con.tomporansoualy with tteir publication. 

A Correct. 

Q And you read the '67 report in '67. whenit came out. 
or perhaps in '68? 

A Yea. 

Q And you rend the 'C6 in early '67; is that right? 

A Yes. 

Q And at that times you rare with Mr.Siegel in the 
Baldwin ilenross Chemical Company, weren't you? 

A Yea. 

Q Co that you were in charge of this same acquisi- 
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tion program, informational program, at that time in. Baldwin 


Monrose Chemical? 


' u* • «*» w 

> * i • * - 

•» '.v'-r-a* v ‘ * •%. 

i. ■ -i.. ^ -. 


, • : i -.--Vt 

Yea. . . ' 

" • f. •' ^ </. . V;.- --, V 

MR. PENNOYER: May I have one minute, your Honor? 


I think I can shorten thia. 


Q You didn't regard yourself as an expert in 
aircraft manufacturing, did you? * 


body? 


MR. PENNOYER: I ha» no further questions. 

THE COUK: Any further cross-examination by any- 


MR. ARNXNG: With your permission, your Honor, 


Mr. Waldraan will examine. 

BY MR. WALDMAN: 

Q Mr. nochlio, you testified thst you had refreshed 
your recollection between the time your deposition was taken - 

I believe it was June of J69 - and today, is that correct7 
A Correct. 

Q Didn't you discuss your preparation for your 
deposition with any of your colleagues before your deposi¬ 
tion in June of 1969? 

A I think very little. Practically none. 

Q D-d you make reference to any materials for your 

deposition in 1969? 
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Unfortunately, I wasn't able to. 


1987 A loso 


Q No materials at all? 

:»: > rv . 

A '/Irtually none. I was just too busy at the time. 7 
Q Mr. Rochlis, I would like to read page 29 of your V 

% '* • *■ j; ' • « * S' * 

deposition of Jr-a 20, 1969, and a ak you whether the follow¬ 
ing questions were put and whether you gave the following 
answers; 

■Q But before you testified today, had you read any 
depositions given in this case? 

"A I read some of them. 

"Q Which ones? 

"A i road Mr. Siegel's and Mr. Gordon's and Mr. 


Sherill's. 


When did you read these depositions? 
Some time during the past 10 days or so. 
Was that at anybody's suggestion? 


No." 


Do you recall those questions and those answers? 


A Yes. 


Q Wore they true? 
A Yep. 


Q Ane you did make: reference to documents before 


your 


deposition? 


A i thought you wera referring to documents having 
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Mr. Roohlia. you testified on your dinet examina- 


j tlon today that it vaa the Intent — .,, 

! MR. WALDMANx Strike that. v •- ^ ’ 

+ !■ .'<*■ *• 

Q You testified on your direct examination that in • 
your discussion with Mr. Siegel and Mr. Gordon on january 

22nd, the intent was expressed to get 625,000 shares; U) 
that correct? 

. * * 

* r don't know that I said 625.000 sharea. I ..id' 
aouething, to go for the control or 600,000 eharoe or S00 or 
400. I mentioned a number of numbers, because we did discua. 

. number of numbers. We would have liked to have gotten in 
excess of 600,000 shares, if we could. 

Q a would like to read from your deposition of June 
20 , 1969 , page 44: 

'0 DO you recall at this time any discussion about 

the minir.tum number of sharia _ . . 

or snares to be sought pursuant to the 

tender offer? 

•A I remember there were discussions on the subject, 
but I don't remember the aubstance of the discussions. 

■c to u know the basis upon which the $65 figure was 

arrived at? 

"A Not really. I would say It was a matter of judgment 
on the par:: of the group. it was kind of a group decision, 
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A 

Q 

A 


°° VO« rec.ll those ,u..tion. being 

* ea - '’-'V 

. »• • * * > 

And those answers given? 

Yes. 


* I 


■ f 


• - > >• • 


36 l 


25 


I 

j 


0 Were they true then? 

A I believe so. 

o X. your ^collection better on th.t subject ^ 
than It was then? 

A I think so. • *’ 

o Vo. testified just . .^ant ago that you had r „ a 

Hr. Gordon's deposition j.,t within ten a • 

J within ten day. that fch>t - 

was tiue; correct? 

A Yes. 

THE COURT: HOW about the * ... 

of those questions 

on that page? 

>«. WALDMAN: The rest of those gue.tione? 

*Q As x understand it. you yourseif do not recall 
expressing any view on the discussion? 

A On the price? 

"Q Yes. 

A C expressed no vlewa t -»n 4 -k^ j 
recall. Prl “ M “ t 1 — 

'0 Wow shout the elninun number of shares to be 

SClTOtW**WCrc»l«T RSP0ITOK 

c y StatesCjuhtHouse * 

- i..^R=. N.Y. hjCOf ’p, cpv" — rry 
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1990 A 


sought? Did you express any views at all? 1990 A 

; i . 

"A No, but I think I did express ay views on the effect • 

• • < • . . 

* * • * •/ •* » 

of the price on the amount of shares that we might attract. 
■Q What did you say in that connection? ' ' ’ 

"A I don't recall. It was a part of, rather in ray 
long-winded discussion.” 

THE COURT: And the next -question? 

» t 

i f 

MR. WALDMAN: "Q Were any writings prepared by 
anybody regarding that discussion, to your knowledge? ' 
None to my knowledge.” 

C Do you recall those questions being put? ' 

*- : 

A Yes; I do. 

Q And those answers being given? 

A Yes. 

C Were they true then? 

A I believe I thought them to be true at the time 
I gave them. 

Q Are they.true now? 

A I think so. 

THE COURT: Does that mean that you don't recall 
discussing any minimum number of shares? 

THE WITNESS: No. The question was whether I 
dircussed the specifics. 

THE COURT: I don't think that was the question at 

fOJTIMFft ^STRICT GCKJRT REPORTERS 
Ik-iTzo States Cojrt House 

f r cv t %MY. me TfiLEPHOxe: 00?rruwo */MSE0 
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all. 


THE WITNESS: No? 


1991A 


THE COURT. The queation vaa whether yea 
the minimum number of aharea end whether yon expre.aed My 
views about it, and you said no. 

the WITNESS: The minimum*. But we talked about 
the upsxdea: should we go for 600,000 or 625,000? 

THE COURT: 600,000 was a vary significant feature, 
and when you were examined before trial you made no mention 
of chat significant feature? 

THE WITNESS: Because the question was about mini- 
mums, not maximums. 

THE COURT: You mean, the control was the maximum 
you were seeking? 

THE WITNESS: That's right. 

THE COURT: And you weren't seeking control? 

THE WITNESS: w e were seeking control. On the 

contrary., 

rat COURT: If you were „. kln _ xmtrol( vasn>t y,,, 

your minimum target? 

Ti* WITNESS, well, it need not be. The minimum 


could be affected by the .rayJtHb- to eupply the cash 

required immediately. That would have more to aay about what 
monimuma you might go for. 
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|i THE COURT, The la,, ttd abort of it i. thla, i,„'t 

| U ' >,r - " ochu «' **at «t no time when you were .u.^, 

j « ooupl. Of month, aftar all of thee. .rent, took plaoa, 

I did y °“ Mk °" y “ ntio “ that tha cash tender off.r , 
designed to go for control? 

I THE HITHES3, I didn't mention It. no, but It waa 

in the documents. 

THE COURT: Anything else? 

MR. WALDMAN: JMst one or two natters. 

THE COURT: All right. 

ME. WALDMAN: No further question., your honor. 

ME. ETAN: I have no question., your Honor. 

REDIRECT examination 

BY MR. ACK2LL* . 

0 Mr. Rochlis, In the period January 6th to January 23, 

196 *' dld *** n,a) " «* «y for document.- 

tion concerning Piper? 

* Tee. I requested some information from Cravoth, 
Svaine 4 Moore. 

Q Who at that firm# 

# 

A Hr.Gitlin. 

Q Do you recall when you made that? 

A 1 d ° n *‘ «»r the specific dates, but it i. in 

«y phone diary. 1 called him twice. 

SOUTHERN OiSTRtCT COURT REPORTER.*; 
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Q Did you make that determination by checkin? the 


phone diary? 

A I did. 

0 Before testifying here? 

A Yes; Z did. 

Q Mr. Pennoyer # on cross-examination* referred to 

the reference to agricultural aircraft in Exhibit 94* Did 
you have any reason to have any particular Interest in' 
agricultural aircraft at that time? 

4 v t 

A Yes, because in addition to the fact that it was 
a significant — some significant part, continuing part of 
Piper's business, we in another one of our businesses,-as 
a manufacturer of insecticide, which are — which are sprayed 
through aircraft usage — I had some other interests in 

invastigating the use of agricultural airplanes as regards 

' % Y / -*• 1 • ’•**' | 

our chemical business. J 


?ne nama Sam Rotrosen is listed at the top of 


Exhibit 94. Who is he? 


A He runs the chemical division where we make the 
insecticides. 

Q You were also asked in your examination about what 
Mr. Gordon told you to say here in your testimony. Did he 
tell you r.ot to tell the truth? 

A No. He told me to tell the truth. 
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Q You war also asked a question with respect to • 
your deposition and whether in the course of that deposition 
you had said whether Chris-Craft intended to got, control of 

Piper Aircraft as of January 22, 1969. Do you ^call that 
question? ’ 

A Y«s # 

Q Do you know whether you were asked such a question 
in the course of your deposition? 

A I was not asked that question. 

MR. ACKELL: No further questions. 

THE COURT: Does that couplets the examination 
of this witness? " 


^ right. You are excused. 


9 • 

i*. 

.f- 


(Witness excused.) ", 

THE COURT* We will now recess until 10 o'clock 


tomorrow morning. 


(Adjourned to March 17, 1971, at 10.00 a.u.) 


- • » > • '• V * t? : 
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HOWARD S* K L o T Z, called as a witness on 
behalf of the plaintiff, being firat duly 
sworn, testified as follows: 

DIRECT EXAMINATION 
BY MR. ACXSLL: 

Q ’ <r • Klotii, you are the general counsel of Arthur 
Lipper Corporation? 

A I am. 

Q How ..ong have you been general counsel? 

A Since April of 1968. 

Q Are you a member cf the Bar? 

A Of New York and the District of Columbia. 

Q Where did you practice before becoming 

general counsel of Arthur Lipper? 

A I practiced for a year at Willkie Parr 6 

Gallagher, and before that I was an attorney with the Securit 
and Exchange Commission in Washington, D.C. 

Q What is the business of Arthur Lipper? 

A Primarily a broker for institutions, securities 
broker for institutions, institutions being banks, insurance 
companies and mutual funds. 

* . . T i 

Q Is there a relationship between Arthur Lipper 
Corporation and the Fund of Funds? 1 . 

A Yes; there is. 
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Q Mould you describe that, please? 1996 A 

' *• “>• of our more substantial 

■ customers. 

i ° d ° yOU have "y •‘"'"'ledge concerning the 

| Fund of Funds Proprietary Fund, ltd.? 

j A Yoa. Fund of Funds Proprietary Fund - 

| -m. R y M : Objection, your Honor. The question 

is, does ho have any information* Nov he 1. starting to 

recite what the information is. I move to strike the 
question and the answer. 

COOFT, strike it out as not responsive. 

° ' ,OUla 5,0,1 t911 - y-r knowledge with respect to 
the Fund of Funds Proprietary Fund, Ltd.? 

. A Ihe F “" d ° f r “ do Proprietary Fund, Ltd. wee createc 
X believe, in 1*,. by Fund of Funds as a wholly-owned Canadil 
subsidiary, whose Purpose it is to invest, reinve ,t and tradef 
in securities, similar to the way mutual funda normally trade 
in securities, trade or invest in securities. 

0 Is that your understanding of the business of 
Pund of Funds Proprietary Account, Ltd.? 

A Yes. 

0 HOW, do you have any knowledge with respect to ' 
the amount of securities transactions that were handled > 
through Arthur Lip,or Corporation for the account of Fund |. ' 

SOi. DISTRICT COilftT REPORTERS I ”* 

Umtso states Court Htjusg 
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A Yes; I do. 

® Will you tell me what that was? 

' 

A I reviewed our records last night, and I would say j 
that we did at least $50,000,000 in transactions and maybe as 
much as $100,000,000 in transactions for Fund of Funds ’ 
Proprietary Fund in 1969. 

Q Do you know if other brokers acted on behalf of 
that fund in 1969? 

A Yes. 

C And do you know if transactions in American secur¬ 
ities were consummated through other brokers? 

A Ye3. >- 

Q Old Arthur Lipper — 

CHE C0UR r »?t What v/as the last question and answer? 

(Record road.) 
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\ 

TBS COURT: I don't understand that, Z don't 

understand the language of the question or the response. 

You have moved away from Fund of Funds International 
into American securities and t don't get what is happening. 

MR. ACKELL: No, your Honor. By American 

securities Z mean securities of American companies traded 
in the American market, not American Securities Corporation 


otherwise involved in the case. 

q Is your knowledge in response to the last 

question because of give-ups on those transactions? 

MR. RYAN: I object to the form, your 

Honor. 

THE COURT: He may answer. 

A No. 

Q What is the source of your knowledge? 

A It'8 the knowledge of the workings of Fund of 

Funds, the way they do business through us. 

MR. RYAN: Move to strike his answer, your 

Honor. It is completely hearsay. 

i 

THE COURT: He says that is what they i o 

do with them. How can it be hearsay? 

MR. RYAN: No, he was testifying about what 

other brokers do. 


I 

| 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

F-oley square, N.Y., MY. XXXF Telephone: GDrtland WSBD 







1999 A 


rmr2 


Klotz-direct 


1094 


THE COURT) He is talking about tha transactions 


through Arthur Lippar 6 Company. 


MR. RYAN* Excuse me, your Honor, X misunder¬ 
stood his testimony. 

Q In 1969 did Arthur Upper for tha account of 
Fund of Funds Proprietary Account, Ltd., purchase shares 
of he common stock of Piper? 

A Yes, we did. 

Q Po you know over what period of time those 
transactions took place? 

A Beginning in February of 1969 and continuing 
in every month thereafter until May of 1969 we purchased 
securities in varying amounts, sometimes for a few hundred 
shares, sometimes for a few thousand shares. 

q Approximately how many shares were accumulated 

in chat fashion? 

A Approximately 40,000 shares. 

q During that period were there any sale 
transactions prior to May 16, 1969 of Piper stock? 

A I believe there was at least one or two, and 
that occxirred prior to the purchases I was describing. 

q When did those transactions take place? 

A Sometime in early February of 1969. 
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Q When Arthur Lippar made these purchases for 
the account of Fund of Funds Proprietary Account, Ltd., 
where did the stock certificates go? 


A we delivered securities to the custodian, which 
is the bank of Mew York, against payment,and the Bank of 
New York held the securities. 

THE COURT t As custodian for whom? 

THE WITNESS: Fund of Funds Proprietary 

Fund. 

Q Was this the regular practice of Arthur 
Lipper Corporation with respect to transactions on behalf 
of Fund of Funds Proprietary Account, Ltd.? 


A Yes, it is the regular practice with respeat 
to Fund of Funds Proprietary Account, Ltd. and practically 
all other institutions. 


Q Wore these securities purchased in the record 
namo of Fund of Funds Proprietary Account, Ltd.? 

A Well, technically our customer London a Dominion 
Trust Company. London t Dominion Trust Company, by the 
terras of a Securities & Exchange Commission order, 
was required to place orders in the United States for the 
account of Fund of Funds and although technically London 
a Dominion Trust Company was "our customer" the beneficial 

SOUTHERN DISTRICT COURT REPORTERS 
ibiiTBD States court house 
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2 | 

3 

4 


3001 A 

owner vs* Fund of Funds and Fund of Fund* Proprietary 
Fund, 


5 

6 

7 

8 

9 

10 
11 
12 

13 

14 


15 

16 


17 


18 

19 

20 
21 
22 

23 

24 

25 


THE COURTi is that recorded In any public 

place? 

THE WITNESS: The Securities 6 Exchange 
Commission order? 

THE court* No, that lrf>ndon Dominion Trust 
Company was acting as the agent for Fund of Funds 
Proprietary Fund. 

THE WITNESS: Yes, sir. Our books are 
written with the name London Dominion Trust Company 
account, blank blan*. 

THE COURT: Does the name Fund of Funds 
Proprietary Fund appear on your ledgers? 

THE WITNESS: No. 

THL COURT* Did it appear in your purchase 
and sales records? 

THE WITNESS: No. 

THE COURT: Does it appear on your blotters? 

THE WITNESSx It could have. 

THE COURT: To your knowledge, did it 

r PPaar jxi your blotters? 

THE WITNESS: I just don't recall. 
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In the confirmations that want 


• «#• • 

out as broker for London & Dominion Trust Company, 
did you indicate in any way that the beneficial owner 
was other than London & Dominion Trust Company? 

THE WITNESS: No, The record owner was 


London 0 Dominion Trust Company, as far as we were con 
earned. 


THE COURT: When you delivered in the Bank 
of hew Yor?c you delivered it for the account of London & 
Dominion Trust Company, didn't you? 

THE WITNESS: Correct,. 

0 Did there come a time in May 1969 when you 
learned of tha disposition of the Piper shares which had 
been accumulated by Arthur Lipper Corporation on behalf 
of the Fund of Funds? 

A Not in May of 1969. 

0 V/nen did you become aware of it? 

A Subsequently, when you law firm subpoenaed 
our record®, searched our records and found a copy of 
a to.Le.K, A.iich was furnished to you, 

MR. RYAN: Your Honor, could you instruct 

tv - wititsii to keep his voice up, please. I lost his 


answer. 


V I ■ 


r tim-A*- *r!T *«.^T:^TER?' 
iATif&S? ihr t ac 
,4r * : : 5; *v Mr. -XV J ?.4S® 
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Q I show you ,1 document which he, been narked 
Plaintiff’s Exhibit 10* for identification and ask you 
whether that is . copy of the telex th.you U . referring 


Yes, it is. 


Lippar? 


Is that a telex that was received by Arthur 


A Ye3. 

From whom was it received? 

* 1 would thlnk 4t received from our London 

office, perhaps directly from London i Dominion Truet 
Company, 'directly" meaning they may have passed the 
telex to Arthur Upper’s London offics, which was 
transmitted to our New York office. 


York? 


Tne telex is to Jerry O’Brien, Bank of New 


A That's right. 

G Is that the person who handled the 

cus -ody account of the Fund of Funds? 

A y-i3. 

THE COURT * Wait a minute . Is there a 


SO Ji'fcEfM WSTRfCf 00JRT REPORTERS 
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custody account for Pund of Funds or Is it a custody account 
for London & Dominion Trust Company? • 

THE WITNESS: It is London ft Dominion, but 

I know the beneficial owner of it. 

THE COURT: Does the Bank of Naw York know 

that? 


THE WITNESS: Yas. 

Q I show you Exhibit 109 fcr identification 
and I will ask you if you can identify that record. 

A Apparently it is a confirmation or some slip 
of the Bcjii; cf New York — I have not seen it before, other 
than today. 

Q Do you know if that was a record that tfas 
furnished in response to the 3ubpoena that was served on 
Arthur Lippoz on behalf of Chria-Craft? 

A It may have been. I just don't recall. 

Do you know what it represents? 

It represents probably a Bank of Hew York — 

THE COURT: Are you guessing, Mr. Klots? 

THE WITNESS: I am. 

v/hat is the nama of the account referred to on 


Q 

A 


that rauo: d? 


MR. RYAN: Objection, your Honor. 


scvritwi oisrftcf QDUfr 
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THE COURTt Sustained. 

Q I show you Exhibit 110 for identification. 

Can you identify those documents? 

A There are four pages of documents. The 

first three pages of confirmations of L. P. Rothschild 
Company — duplicate confirmations of L. P. Rothschild 
fi Company, with a copy addressed to Arthur Lipper 
Corporation, attention Robert Holt*. 

Q Are those records from the files of Arthur 
Tiipper Corporation? 

A Ye3. 

Q What account is referred to on those records? 

MR. RYAN: Objection, your Honor. 

x’Hii COURT: You mean because the document 

should speak fcr itself and it i 3 not in evidence yet? 

MR. RYAN: Yen. 

THE COURT: Can’t we shorten the technical 

material? Are the documents admissible or not? 

MR* RYAN: If ho offers them, I have no 

objection* 

MR. ACKELL: I offer Exhibit 110 into 

evidence, your Honor. 

THE COURT: They are received without objection. 


f c fc> 


>.V» 
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(Plaintiffs Exhibit 110 was received in^ 
evidence.) 


THE COURT: For everybody's convenience, 

wil.l you call attention to the answer to the last 
question from Exhibit 110. 

(Answer read.) 


THE COURT: What is the name ofthe account? 
THE WITNESS* Bank of New York for account 
of Fund of Funds Proprietary Funds, Limited, special 
situations account, London 4 Dominion Trust Company, 

27 old Jewelry, London EC-2, England. Apparently all 
baaas wsra covered. 

Q Do you know if that vras the practice for 
designating the name of the account in these Piper 
transactions? 


THE COURT: 


This is an L. F. Rothschild 


record and how can he know about their 


practice? 


Mil. ACKELL: It is also an Arthur Lipper 

record, your Honor. 

the COURT: But you are asking him as to¬ 


what Ro+lsohJJ. 

records. Did 


d 3 practice was in designating their 
you do the same on your confirmations 


*ni stateir ivita? 
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THE WITNESS: TO the beet of my recoll.c- • 

Mon. we aid not. W. only showed London Dominion '' 5 
Trust Company. *- * . 

0 Referring you to the telex marked Exhibit 
108 for identification, do you know when Arthur 
Upper Corporation received a copy of this telex? 

A on Hay IS, 1969, but that appears from the 
notation from one of our people who received this. I can- 
testify independently a, to when it was received Just 
<-iom the notation marked on it. 

Q ""' i3 t!,at i;he Practice of your department, 
to makp sv.eU notations cn the record? 

A Hot in ,„y department. Those people who 
receives telexes for us marked the date nad time It was 




That is tin practice of the company? 


Yea. 


evidence 


m ’ ? — KLLi I offer Exhibit 130 into 

■W.RT.-Jit j have ,, 0 objection, 
ft-.. I’W'KOkER* No objection. 

(PlainniffExhibit 10C was received in 


<»>, •: r . »,«..» B 1 
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0 Can you tell me what the meaning Is of 
"FIsWMG for NLS"? 

h Clark'a shorthand reference for following 

for NLS, being Nancy t. Stewart, vice president of Arthur 
I*lpper Corporation. 

3 What in substance was to be done under the 
instructions of this telex? 

A The first instruction, which doesn't epp.. r 
on the face of this telex, but 1. implicit, 1. to p„s the 
talax on to Jerry O'Brien of the Bank cf New York. 


. . . . ^iv&S'V efcG^jUfVStojgc 

* i * ? fcv.r ‘&j&rii*om- Qjx-?itM}74iKi 
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Q was it tha^vormal practice of Arthur Lipper to 
paa» on such cos^iunications to the Bank of New York? 

A Yea. We had a communication ayatem with London 

and Geneva, and if requested to paaa on a oamunlcation, 
we would. 

Q Now — 

A Now with reapect to the body of the Telex, it 
apparently instructs the Bank of New York to turn over 
73,600 shares of Piper Aircraft. 

MR. :RYANI Your Honor, the Telex is in evi¬ 

dence. 

TH£ COURT: it is all right. I ju st read it. 

Let me hear what he nays it says. 

A (Continuing) To turn over 78,600 shares of 
Pip.r AUor.it to Chari.. Berger, who la an attorney with 
WiUkie, Parr a Gallagher, and he in turn would deliver 
the certificate, in Nassau to Swiss Bank Corporation, 
and it also alerts the Bank of New York that payment 
for the transaction would be forthcoming in the amount of 
si* million and some-odd dollars and woulc: be peyable in 
london at the branch of the Bank of New York in London. 


Punta? 


0 fhis refers to the sale of Piper stock to Bangor 


A Apparently. 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 
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0 dm. that Include the . 40-soew-odd thoueend 
eharee that you referred to here earlier In your te.tl- 
■oey, purchased by Arthur Lipper Corporation? 

* I can only guess. i can't say for sure, i 
■»». «e Just buy securities for our ouster.. I don't 

know whether the actual certificate, that we delivered 
were the certificates that were used. 

Q But do you know whether Arthur Lipper's position 

on behalf of its customer was sold to Bangor Punta in 
May,1969? 

A I can only guess. i would assume so because 
** jUBt buy socurlt ies, turn them over to the custodian 
bank, and what the custodian bank does after that ~ 

MR. RYAN* i will object to the answer and move 
to strike it out. 

the COURT; strike It out. The objection 1. 

sustainad. 

0 DO you know whac tha purpose was for the arrange- 
ments t.et forth in this Telex? 

A To — 


THE COURT* How would you know the 


purpose? 


Did anybody tel you? 

THE WITNESS* The Telex vould tell me. 

THE COURT: Well, just reading the Telex — i 

SOUTHERN DISTRICT COURT REHO' c rs 
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” yOU hsv * ">y Information not oon- 

talMd in tha Telex I would Ilka to (war It. 

THE WITNESS. I don't have any additional lnfor- 

mation. 

THE COUKT. do you know anything about Mr. 
Berger, who he 1.7 

THE witness. Yes. I know he la an attorney, 
an associate with the law firm of Wlllkie, Parr 4 
Gallagher. 

THE COURT* Whom did they represent in this 
transaction? 

THE WITNESS: Fund of Funds. 

BY OB, ACiCELL: 

Q Did the records that I have shown you here, that 

we have marked as Exhibits 108, 109 and 110 for identifies- 
tion — 

RYAN: Vour Honor, for identification — 

109 has not been introduced in evidence yet, I don't be- 

$ 

lieve. 

Q (Continuing) — were they produced in response 
to a subpana to Arthur Lipp 6r Corporation, which called 
for transactions in Piper Aircraft which were ultimately 
sold t: Eangor Punta? 
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MR. RYANS Objection* 

3 

THE COURT: What do*8 the subpena say? Thar* 

4 

is no ' dispute about that? Zs that what the subpena 

5 

says? 

6 

THE WITNESS: The subpena* I think* called for 

7 

the production of all records. 

8 

Q With respect to what? 

9 

A The trades in Piper Aircraft. 

10 

Q In 1969? 

11 

A In 1969. 

12 

Q For the account of Fund of Funds? 

13 

A Right. 

W 

MR. ACKELL: I have no further questions* your 

is- 

Honor. 

16 

THE COUPT: Did Mr. Berger of Willkie* Farr 

17 

also represent the London and Dominion Trust Company? 

15 



THE WITNESS: To the best of my knowledge he 

19 

only represented Fund of Funds. 

* 20 

’ 

THE COURT: Did you charge commissions or put 

21 

any additional stamps on the transactions that were made 

22 

| for London and Dominion Trust Company when they were 

23 

^'aasferrad over to the Fund of Funds proprietary fund? 

34 

THE WITNESS: Which transactions are you referring 

25 
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THE COURT; Any transaction involved here. 

You said that you made transactions for London 
and Dominion Trust Company• 

THE WITNESSt Yes, ve did charge coamissions on 
those transactionsvhich we executed for London and Dominion 
’ rTruat Company. 

THE COURT: Did you also charge commissions or 
arrange for any transfer stamps in connection with any 

transfer from London and Dominion Trust Company to Pund of 
Funds proprietary fund? 

THE WITNESS: No. 

CROSS EXAMINATION 
BY MR. RYAN: 

0 Mr. Mots, you testified that you ware familiar 
with the organisation of Pund of Funds Proprietary Pund 
Limited, is that correct? 

A Yea. 

Q Have you ever seen the corporate documents or 
charter or bylaws of that organisation? 

A Never. 

Q Ha\e you ever y seen any of the records of Pund 
of Funds' corporations, relating to its organisation or 
purpose? 

SOUTHERN DISTRICT COURT REPORTERS 
UNneo States court House 

Four Square, NX. N.Y. 10007 Telephone, cOrtlano WS80 
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A Yes. 


Q What have you seen? 
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A I have seen copies of prospectuses of Fund of 
Funds. I have seen copies of account documents which 
we required to open an account. 

Q Such as — 

A Authorisation to open the account, resolution of 
directors, et cetera. 

Q But you never examined any of the corporate 
documents yourself? 

A Correct. 

Q Do you know whether Fund of Funds is registered 
with the Securities and Exchange Commission as a broker- 
dealer? 

A Yes, I do have loiowledge on tat question. 

Q What is your knowledge? 

A That it is not registered. 

Q Nov you also testified, Mr. Klots, that F««nd of 
Funds wsb in the business of investing and seeeivlwg*' ^ 


securities and trading as usual for mutual funds. Do you 
recall that testimony? 

A Yes, I do. 

Q What did you mean by that testimony? 

A Well, a mutual fund buys and sells securities for 

SOUTHERN DISTRICT GOURT REPORTERS 
United States Court House 

p :>ley Square, n.y., my. 50007 Telephone: COf.tland 7-4500 











Pj-7 


Klotz-cross 




1110 


Its own account, and Fund of Funds Proprietary Fund buys 
and sells securities for its own account, recognizing that 


a mutual fund is a vehicle for investment by large groups 
of individual investors who invest in the mutual fund, 
and the mutual fund in turn buys and sells securities. 

Q So that the buying and selling of securities 
is just an incident to its business of investing, is that 
correct? 

A Yes. 

Q Now you also testified, Mr. Klotz, that to your 
knowledge your firm, Arthur Lipper & Company, purchased 
approximately 40,000 shares of Piper Aircraft securities — 
I assume common stock. 

A Yes. 

Q Between February and May of 1969, is that cor¬ 
rect? 

A yes. 

V 

Q You also testified that your firm performed 
quite a sizable amount of brokerage business for Fund of 
Funds, j.s that correct? 

h Yes. 

i)o you know who was the main personality in 
Fund of Funds? 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 
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A The mein personality being — 

Q Bernard Cornfeld. 

A Yea. He was the main personality. 

0 Ha Wa§ ** of 108 .organisation, is that 
correct? 

A Yes. 

Q Mr. Upper is the senior partner in your firm? 

A He is the president. 

Q And do you know whether Mr. Lipper is a personal 
friend or a friend of Mr. Cornfeld? 

A I would say that he is — at this time? 

Q 1969. 

I 

A 1969, yes. 

Q And did you .v*r diaou.. with Hr. Upp.r or «nyon. 

* l3 ° ** yOUr “*» —Cornfold h* »y relationship 
with Chris-Craft Industries? 


2 016 A nix 


correct? 


° °° y °“ know wh «th«r Mr. Comf.ld wa. a friend of 

Herbert Sioqel, the chairman of Chri.-Craft Indu.tri.a? 


0 130 y °° knOW whether Mr. Upper ie acquaints with 


Mr. Siegel? 
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Q Did your firm ever do any business, brokersge 
business, for Chria-Craft Industriea? 

A No. Not to the beat of ay knowledge, no. X 
am pretty certain. 

Q Now you teatified, I4r. Klotz, that in addition 
to these purchases on behalf of Fund of Funds or London t 
Dominion, you also sold some Piper shares for this ac¬ 


count. 


Yes. 


0 Do you recall approximately when those shares were 


sold? 


A The early part of February, 1969. 

Q Was this a sale in the ordinary course, across 
the New York Stock Exchange? 

A Yes. 


Are you sure it wasn't tendered to Chris-Craft 


Industries? 

f 

A if it v/ere tendered, there wouldn't be a confirma- 
tior^/ith commissions, the normal stock exchange commissions 
on it. 

Q Well, is your answer that you are certain that 

those Piper securities were sold across the exchange? 

A Reasonably certain. 

Q Reasonably certain? 


SOUTHERN DISTRICT OOURT REPORTERS 
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f 


Yes, 


o Did you examine your record, concerning theae 
transaction, before you cam. her. thi, morning? - 

* I did. but X don't recall .pecificaliy thoa. 
two particular trades. Therewere two trades of two 
sale tranoactions. 

the couht* Amounting to what number of aharea? 

the witness, X don't recall independently, you, 
I can check my records. 

the court, well, in composite, how much were 


Honor. 


they? 


nine? 


THE witness, oh, maybe a few thousand, I recall. 
the court, And what does that mean? two or 


the WITNESS, More than two and between five and 
ter. something like that. Hut X Just can't recall 
independently of looking at the record. 

THE COURT: What was the nrice 

e price that ycu got on the 

sales? 


THE WITNESS? 


1 can't — i can't recall. 


! 


BY HR. RYAN: 

Q Now when your firm wag e xecuting the orders for 
l^ndon ft dominion in February through May of 1 969 , Hera ' 

you familiar with the fact that your firm was transacting thi 


SOUTHERN DISTRICT COURT REPORTERS 
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business for Fund of Funds? 

A Yes. 
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Q Did you have any discussions with any of your ■ 
associates concerning these purchases by Fund of Funds? ' 
A These particular purchases? 

Q Not specific purchases. The purchases, all of 

which occurred, as you testified, between February and May, 
1969. 

A You mean the purchases of Piper Aircraft? 

Q That's correct. 

A No. They were just ordinary, as far as we were 
concerned. 


Q And did you ever have any discussions with any of 
your associates concerning any rumors on the Street as to 
the purpose of these purchases of Piper stock? 

A no. 

Q By Fund of Funds. 

A No. 

C Are you, in your position as general counsel,in 
charge of enforcing the regulations of the SEC? 

A i am vice president and general counsel and I am 
in char 3 a of that and other things. 
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Q Do you keep your ears open for rumors going 
around the street ns to the activities of your firm? 

^ ^ to keep my ears open. 

Q Do you recall hearing any rumors during the 

period between February and Mciy, 1969, that Fund of 
Funds was warehousing Piper shares? 

A No, 


HR. RjfAN: I have no further questions, your 


Honor, 


THE COURT: Was your firm buying any Chris- 

Craft stock during this period? 

THE WITNESS: X can't recall. 

THE; COURT: Were you buying any Chrio-Craft 
stock far London & Dominion Trust? 

THE WITNESS: I can't recall whether we 

ware buying it for any account. 

REDIRECT EXAMINATION 
BY MR. ACKSLL: 

Q Under the Securities and Exchange regulations 
ere you required to knew your customer? 

Toi COdF.T: That ia the New York Stock 

E-zch *nge<r 

Tdii WXV.'KESS* That is an eminent correction. 


& - Sl *>’ f VSTSV O* 0?iWT ffi $*T»T2jtS 

U ST/. an Couftr l-J^kSf£ 

i v «v Sr V'** ■ ?.v. «{K» ?4S*J 
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your Honor, 


2021 4 


Vec. v;c are. 


Wl'ir.», r ji ap;j GiJ < , 

* i.. Know your cuj nor 


in ry iU v:oti.ofi with fchnsa Pi a*:- purchases? 


IW. I<a 7 v: Is. chi:; proper redirect- e:..* r- nit- 


tioe . you.; Honor? 


VH e COl : 


r ■ 1- v.rj.i.3 lot :-: u re ^ or 


hist di.-.aot. 


I -V 3faa/.mg now in connection wicl ths lender 


* Dc.nirii.on purchases you previously test!flea t,; 


I woulc say ve probably tool: .noro jtcos 


to know our customsr :.n this case tha.i an, other customer 


that iw nave 


custom?:;? 


" 1I “* C01 ux ‘ w&t'e you suspic.Lc.t3 >: t ho j 


Tin: WIHEliS; 


f,c « Tt lo just the t. F i,id c-r 


?unc rt and 10S have a rjpeciai place; in the ho>rt cf c-.o 


:5 “ C “ ,d aQ havo to cross every T anc dot every In i 


iit tion with Fund of Funds, ,:nd because of thif i ; ; i*.j 


njt : ‘ niy on OMn investigation :.n prospectus-*: >; 1 t , 0 


' ' L x ' :t ' tifcc °'» the Lnvestrgacion of milki* llc 4 


'* ■“" "' ' * ou '.ut.x h ! uc-ur sa’ . and t -ev ari »*«- . •, 

" l4 ‘ S4 •• *•*»•/ a .77 J air ' • c,* f 


?:S Vi ’ Tario, s **«»». «-a to their neetlig * cad ,f: i ar 


/"S 


1 
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1 • r- v-; jscwr.V:i:e -under its 

2:»p.5..*.i <•;> vi.tb Vitriol,. jL.va's 
var:'.r j:i comt.rr.cr an. 

reive: , 

ia cidrj ‘ c you ahsw the nu: tar 

3 J; iUJ T r'r r-i: 1 • ^o if t.C Vi ?•. * * ? 

: VI: su v.\„ tone at tn& 3.21 u 


i-is..ston:;€ fchi.. aJ2 the trader be funncled thr 5 uc h 3 . 
"outside £ roii w bic>.er doa!ar, > 

it:. COO FT: Tfcd 3Ee hcJ.o you to do t'i.ifc? 

Tin WI?NESS: Yes, ;ir. 

xiL:. CO F.T: Told you to mask the n ars I 

the tro t c.rfcuRara «i:d put so.’.eeody el 3i ? or your- oc s ;s* 
TUi WITNESS: Yea, a:Lr. I raijht arid, u v 
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T. CGi F-.V: Do y v. ha^e ar y rec *r * 

iw 'our t; es that n*..ic« of i r-.ds Proprietary Puna is % .m 
i4*:it i.^:j cm.sSZ oi 1; iif ate: ot? 



eve::, t.iat 

v-c oeivo 

i:hea: instructions 

c.uco* i.y t 

c» 

from oif.ic 

-:ZS j£ Fl .lid 

ol Funds vho told u3 

chat -.hey i..ad 


t : l ..ra •* -c 

- br.iinti a 

rhir. Wc.y becaus ?. the 

i 

scaff of t ■■ 

\ 

daci :?iticg 

c. S ' :ohaige 

Coatn:.?s; ion insisted 

\ 

chat : t r. 

>) • 

do ll tl’ L • 
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f T’.’I' ^ J r u* 3 iro vs have . 


T. . CO’ V3*: 


vo>. /vive dfty wcixsoorrl 


( 

i d . sating t.h „x: thi sec t : ime toil*. yon to «st a i;/n 
tt.h .x hh.sn i.-i'.j i'Cr< ic:i.<».i ov;nsr on vcur rtcorcr 


T:l . wr-WEfcfc 


-- con'i have r wr i vcei i..wr , 


bwt I can hel.1 ycr. at X«-!Si o is staff official ’ho kjLl 1 


upon it, 

Tii-C CO* xT: vjbc was that.? 

TKH WlV.rr.3L Is was /.virry Wj.llin. 13 , vho 
«\t •*.ce time wag assist nt.V. director or the Division cf 

Trading h Markets. 

THf CObET: Did hu give you at: ex >lai i ;;.on 

cf why you vers to put an anonymous iiane or fie ri tic i? 
rami cn the aocounrT 

T:?>: WIVtlFi’C: T.t wasr ’ ta f'iot: tio. s nr..is, 

it -fjfe i.i-.e as ■ or a Jionici: b’rol.er-ch.'alex or bi-ik. 

T.i i CO fill 7 c wrsn T t i.he- ordinary vt.; 
you would -ice", /oil : xoiiorth , wan j t.r 

2 ~’2 WKIIBSS s No, but, for cxs io3e. i; v. j&n., 
say the Ch i £ .••Ann ifct&n bank., were to open n-i aw.:o i'r 
< nd t.h i• v>•'' . jus . givo us* «« lcuouitc hum! or. v id 

«;sk. the !«'.ii. ;.r w.k account Hie wf fr.vec .ing 
liusln.3,1. vr& they would say 1, ± 1 : >.» f.„- tha c,r ;urh 


! . .. • - 


• 'if, •*./ I') 


•l ..I " 
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of c ii indi/idu-il, i nd we might inguire further to decern- ne 
wha -^-ai- thj ti.vnea< ticm: executed for the individual 
oon c violate «. iy i.egel*/:ory authority's tegulatio* . 

fhL COl.RXs Did London fc Dominior. Tziv- 
Company ha«5 ien ei-n bark ec-uxactiois s.tiiet 


and cnoslcs and deccsit aucouni.a, to your k. ^Uucjol 


In Jia Uni tec. States? 


THE COiRT: y &s . 

THE WITNESS: 


JiIE WITNESS: It had its own account :.fc fce 

tanl: of New York. They were the so-callec owr. fr of the 
account, but -die bank knew London & Dominion wan actually 
act; ng for Fund of Funds. it va.s apparently ? thtae-tier 
arr. ngarjiu, where London a Dominion would be the o* -,;r 
of Uie account and London d Dominion would be acting 
for Paid ce Funds pronrietlry Fund, and the bank of dew 
YorL would be anting for London c Dominion j.uowtng it 
would bi acting for Fund of Funds Proprietary Account. 

TIIu COIRT; Wu.j .any of this owner ship 
ravaled to the New York Stock. Exchange in toy puoU : 


rocfjrd? 


TL^ Wir-.IESS i Very oxtensivaly. 
ii.v Col ill; iUi righ t, V. r. Acko.U. 


<kt ■*••• vi in #r ,. r( * 

<h=w£T* >t<O0fjjir rj^rsfe 

U'.;. • t-JLv. er .O.k/.-rK i 'Jl 1 


f 
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by MH. ACKELL: 

Q Or crossoxamin?tion by Mr. Ryan you deej; iba< 
the business of the Fund of Fends? 

A Yes?. 

Q Was the Puna or Pund3 the parenc o.! the ? und t f 
Funos Proprietary fund. Limited? 

A Ye?, I described that earlier. 

Q W..a the business of Fund of Funds the sane 
ea 'he business of Fund of Funds Proprietary Account, 
Limited? 


A Yes. 

Q Is the Fund of Funds Proprietary Account, 

Limited, a mutual fund? 

A Well, it La not a mutual fund in the cou.fcn- 
troral sense; it it u wholly owed subsidiary of a rutual 
fund sdtup for specific purposes. 

Q Does it sell any securities? 

A Yw. 

Q Under it3 own name, Fund of Fvnjcs Propr:otur 

Account, Liiai no? 

\ Yfs.i. 


r j Does i. _ cell its own stock? 

A Yhs -- when you say sell its ovi, stock, do 




! -l: fc < 




i 
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you near portfolio stock or Fund o : Funis Froj-i .itay 


Fund rjtcnlc? 


Pro ■> rii tary Fur ,0 stock? 


ACiiiLL: Nc irurthfi * question?. 

RY;*N: I have no further 31.es. -ioi s, you 

lionii*. 

Tiiii COuRTs net ran ask you this: Is fcnere 

eny 3aving of transfer taxes by closing a deal ;_:i Kaaaau? 


THE WITNESS: 


Yes. There are also 


federal tax considerations which would dictate a 
closing in Nassau, 

Ti.ii COURT: What are those? 

f-iL WITNESS: Well, a transaction outside cl t; 

j -iriadj.ction of the United States, the more contact* 
one has with :he jurisdiction of the United Stakes n. , 0:0 
likely the t r^aisacl.ion would bo taxed or tin? entity vii.y- 
acting busireas would be tanad for federal :ec< puc--c-i< e 


THE COURT; 


Arc* you raferring t: ths : I 


Proprietary Fur.!? 


TL.i WIT ME. S 3 : x’e: tixat’c right. 

TiF COt IT 5 A.J i lgrt. 


(V/itne* 3 MJtcmtnsjj; 


Mil. r.XF\B: 


We are vaiifag for r,Oi. sb.vl a.o 


■rl : ... 


t . .. . • •■ -• 

* • • — 


V‘ •• 

•w . • T . 


' • * ' .*» 


i 





L... 16 


r>p 


2027 A 

s IS S S I O N 


^ ^ T E E N C O : >I 

2.40 p.n. 

?R * '-CKE ,L: Your llDr »r, m are .interrupt: ng tha 
he sc irony of Dr. BdUxiore brie T ly for.* the tostLionj oc 
f-Eorge LinIberc . 

0 E 0 R G i. L }. K D B £ R G, called ar a witnete jn 
beh'if ol: the plaintiff, being first duly sworn, 
assl.ifiecl ao lovs: 

DIRECT EXTi-IINAYION 
RY MR. ACKELL: 

0 Mr. I.indberg, are you in tie employ cf thi* National 
Quotation 3ureau, Inc.? 

A Yes, air. 

Q What is your position them? 

A i ax: assistant secretary o ; National Quotation 

Bureau. 

Q Kov; long have you bean er. p eyed by tl •.* iia xial 

'iuctation Ouror.u? 

A 46 years. 

Q *7oulu you briefly seketch for ine whal you have cone 1 
in that a; ried? 

A ■ :&y ' 1 hsve vo::katl in «vacy d 3 p .rfcrar r.t,p t cticelly f 
t::.\ o :i.!•. o be - , , but X nave ouen thirty-five yeain 

the 1 .bra: y nov, hnvj.ng charge oj? tha library f 'cr tic la.« J-. 

, t 

i • 4 £H5. i'PiCV *. 'D1 •.(IF:' /ft ;‘p; *.5 
1 i‘ v f:D.^ .(VH ilic 

! ■ ;; •• c 'Mir fEI.£f»K3Nn: CL: r».*TJC ? 
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foUi: V- or CO chat , T was Abnictanl: manr t or >f the 

l.-.brary, :'.!£■ i at;, r.r.v j the records, our published records 

* I 

or. > -o i Qtc Lr.ticn bureau, which is the rational 

Daily C-ii'i-?ti.v: co*,n..*nA/ culled tin pi>,; s i:.,it 

i’i tiie -c 2 ' e•.it c a sin? that the fj.los ■>,: our . .ih c :..y 

’ i 

axe j.n order, xth al._ eho various prospectuses ea^ io on 

- i 
i t 

that go in;c t .12 pi it sheets. 

« fi 

Q i ou refer fco the ’• n Ink uheeka." ti&t do t-ia* 

ino tide? 

*1 | 

A The oink sheets are cur publication, \'hieh ip 

\y • 

j cal..od the National Daily Quotation Service, in tl>«: t v;e have 

13 j 

j approximately — more than nine thousand daily over-the- 
M ! 

,j counter securities • shoving che name of the cecnritr., the 

/ * 

I 

j nana of the broker-dealer interested, the telephone m.ibe 

" j j 

ii £nd th2 Fi ices th v: lie’s interested in,suer as che J id p r > e 

i' 

^he asked price or both. 

• ! 

Q I would Like to direct your attention u the ti 

| after January, 19 61, and specifically July of 1)69. t ut. 

VO I 

! I eriod, what wss the frequency of the issue nee if tie pin. 

r >\ j 

sheets? 

o r 

j ? A c -,.iXy oxlication. 

C vht.. you cay > a daily publication,ii Ha -f-h ’ 
• i . _ . " I 

j -/lu: ~9 -ke date o,i tic pink she t ia;. . re is , ied 

,* f 

todiy? i 


i . ;.r* 


S '' THE.TMf*5i l *i J1 CjiJteT ; .POr.rLi 
Vim so usn 

■ A •> • ‘ f ' - c > £i. EPr ..VPs fjc; ri Vi *, 7 ’• 
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11/? 


A *'» i::ch LVti, 

Q VWi'Jn «to they become available to the trade? 

A Tomorrow morning. 

Q Tomon ov loining? 

A hr? loth. 

Q Go tl: 3 morning the sheets that became available 
to the tret'/? v,~) e bearing the dace March 16th? 

A That is correct. 

0 that do tae pink ahaet3 report? 

A They report the tid and askod prices that he 

broker-dealers are prtparec to buy or sell ,.he stock for. 

Q What is the procedure by wh. ch yo,. receive tne bid 
and asked pricer,? 

A Well, our subscribers, which are broke.r-da JLers, 
sub:r j t the qut i .icions to un by messenger in tae Nmvt ’ ork 
here. They arc picked up by messengers, or the Tele ype, 
telephone .ad i.'.tao by mail throughout the United 3ta .cs, 

0. -tre i 11 cf your saibicr iters broke -daclers • 

A All cf the subscribers that subnit quetati -ns to 

the pulik sheet' ; re broker — registered broker-deal rs, ye.i. 

C io;.. who receiver the oink sheets a::e the also 
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t' .le phon* 
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Are i 11 

;o 1 
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IS « k i l* 


Q is ia y distribution made tc the public of he nj c 
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ro, sir. 


Q Mat category of persons other than broker- 
cea .ers xf oeive these sheets? j 

I 

A 1 Vink 3 . 1 

i 

Q Vou saill yo „ received tee bid and asked prices ' 
of brokers by merger during the day. Ia the* , partloul j 
timi period during the day? 

ft v ! 

A ies. Tie re i 3/ sir. 

0 What is it? 

Setveun 3 o'clock in the rooming and 2 o'clock. 

2 ij our closing. 

Q IS tnere any indication given on he p ink , hoots 
of the toe at which that bld rec3lve(J . 

A Jo, sir. 

Q -s there any indication of the vr ,V ma the 
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• r ' willing 
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A At :1?2 t.me that he prepared that quotation, regard¬ 
less of what rime of the day it was. At that time lie was 
prepared to pry suth-aud—such a price for a hundrec. snare.?. 

Q That; would be the day before the pint ; hce ±3 
are actually iistr'-bated; la that correct? 

A That'3 correct. 

Q Nov., the prices that are contained in the pink 

sheets: those are prices to whom, sir? 

A They are bid and asked quotations thao the 

broker-dcaier3 trade among themselves. 

Q They are not prices ac which the public could bay 
or sell? 

A No, sir. 

% 

Q Do the figures appearing on the pink sheets -- 

THE COUR': Do y mi mean that ti ore ars tic wholesale 
prices and not the retail prices? 

THE WITNESS: That's correct. 

THE COURT: Do you mean to say a bank can’t call 
up end trade ict oxi those pink sheets? ; 

k 

THE VITNdSS: If the broker-dealer decides. Our 

i 

she jtc are on.' 1 * foe the trade, only for the. bro :er-dealer?, 
has nothing t. do trth the public. 

THE COUR: 1 : Doesn't the trust depart* r.t i f every 
ban; cai3. the pirsi.j, f.he broker v;ho is shewn ii tic sheet? 

>. . if i CIS »*&<:? C K'ST R PCP E’ i 
•*iT5t-; '• :i coO; t .-sc js r ; 

»LY. HOG? Te. o: CCt cv-tc Vu 
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T’HE WITNESS: V 2 c but he would be charged corc- 
mission anct sr; on. 

•'• HE COOR - : tbn-i broker would sell to the 

banc at IJ.o price, wouldn't ha, in the sheet? 

r J.i£ v aTKlT.SSs He should, but Z’rv not acre of that. 

I wouldn't hat on that; no, sir, 

- UE COURT: Well, the question you were a* kad 
in whether these w re inside prices or -- 

THE v ITN iSS: They are inside trices; yet , sir. 

THE COURT: All right. I don’t i ee h rr it could 
be inside prices i! the bank across — 

THE WITNESS: I'm wot sure that the bank can. 

'■TIE COURT: Oh. 

Q iJow, do the bid arc asked figures appearing in 
the pink sheets reflect actual transactions? 

A do, sir. * 

Q Would you tell rre briefly how the pin: sheets ar- 

act illy used, in practice? 

A How they ©re used by our subscribers? 

0 Yes. 

A Well, the broker — 

ih.. iGt Your ilor.'r. I'.n not sure this genti >- 

r-rn is QW.Ufiei tv rectify. What it; hie kncwiidgt of wh-v 
the broker -de-lars do viuh the pink sheets? 


F ih:' ,, 


■F.'H CiSFR". ' '2 ' T Rchn.r E! 

ivrreD: r.v • .GutiaTHcj?’- 

.V. N.V. ;». 7h.cfi: ,v .~.• COd,*». vc ’ 
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ir<» ’cul.i :.ot i'ioai to ire to. r,r. 
Lindbery all about how chey prepare their service, 

but I m ic . a. all cure; abort his knowledge, ec fax, ac to 

v.»a.. tiu. F—wiiee ti ~yc. a so; - . t;r and car be cs^d fee 
id. ACXd..i,: I '//.ill withdraw the cue stion. 

Q :: show yen inhibit 113 for identification. 

C.an you tel..'. mis wh.:t that i .?, sir? 

A . cy, sir. G’hcso are photocopies of ,-._r pi f; 

f he.it 3 thit we published July 18, 1989, through Actji z': 7 , 
196'), 

Q Now, do each one of those sheets include the bid 
end asked prices on those dates for Banger Funtu warrants? 

THE COURT: You T.ean, to tho extent that the 
warrants are advertised in the sheets? 

in. ‘‘'"KEy.L: Yes, your Honor. 

*IE ’-CURT: Thj.s j.s an advertisenant. A broker 
vho wantf uo b* in the sheets calls them up and tells -hem, 
'T will buy” jc ’’I will sell." That is all that s 

J ' :he pink sheets. If he doesn't cel. up, he doe,.. w gec 
in the shrafco. 

ig'nt. Hr. .lindaerg? 

.Vf ;iin. wall, not quite, sir.yo rv Honor. 

•hr I'oil, if ho doesn’t call 4 p, does h-. 

Set in the on .u? 


fw. 1; iT ii ; 

fc**'®:* 3.’.*V' :.r> CiVrl ' ■ k jSfc 

• &Y. WJ/ * 1‘tMtPHi. v- CXJf:' f.v su 



2034 A 113G 

*'7::TUEi»S j \ t o, Ha must submit a card. We 
httVQ tt-ssenjcr* throughout Hew York to pick up those cards, 
or Ijo ceils them in. Hat you mu:;t submit a quote in order 

■:o L:> in c £> sl eets e«oh day. 

' " E COURT: I think. I know what a pink sheet is, 
and I don't think that this will impede your progress in any 
way. why don't ycu just to ahead with the pink sheets? 

Does anybody object to thor.iV 

n "“ bY.YN: The introduction cf the park sheets? 


nn. MURING: Those are the pink sheets as -.hey 


were published on that date? 

THE COURT: They are photostats of the sheets 
published that day. 

Q ho e«ch of these sheets bear your signature that 
•-nis is a copj a3 publi3hec in your office that day? 

A V 2S„ 

'iR. t CKEI*I»: X offer it in evidence. 

plaintiff’s Exhibit US for identification 

received in evidence.) 


-.'HE COURT: iio ahead, iir. 7»ckeil. Do you eud tk 


sheet s? 


•R. . CKELn: I v/i.U in a moment, sir 
THE COURT: All liyht. 




Sti •! HliwW ? Wfiri! ? i.<>! v r.ptjR fg. 

U<lTfct‘ )t'/i I i:S * *>»:<? HC-IJ: c 

-Awr. ,i :••, K.y. Ml. r* imp:- jy-i, (20J. VUM 7-^ 
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) 

,R * ACIa3I ' L: 1 WOi i‘- also like to offer Exhibit 
114 for identification, rhici a;-e the certified copies of 
the pink sheets for the Ba »gor 8-1/4 per cent d< .benhires 
for the period July 2.3rd t.irough August 7, I9G9 

j ,J " ARM1KS: T*'!? r-xe oertif led to bn as publiihsc 

on those dotecV 

.HE WITNESS: As published on those cates. 

HR. htttJl'i.3; no objection . 

1’iR. /CThN: iJo objection. 

(Plcii^itil ffe Exhibit 114 for identification 
received in evidcance.J 

Q Kr. Lindberg, on July 18th, on the piiJc sheets, 
there appears a bid and asked by Pirst Pruciontirl. The 
name White, Weld & Company also appears, with nc bid and no 
asked. What .13 the moaning of that? 

A -hat means that White, Wold t Corn anv has an 

t 

interest in tbm stccic but he didn't shov; any market. 

Q He ir not putting in either e. bid or cn asked at 
any time during the day? 

A ho,Eir. That's right. 

HE COURT: It maxis that tney aren’t pub.', shine 

• licl " Thc ■ s»e-« -hat cha trader can cell ip tha tracer 
I d wr ct "Ante, Weld and say , 'How about it? ' 

I 

j. THE WaTTESS : That ■ 3 correct. 


iJbr -icart 015. fWCi' COURT kr.h JRTB.S 

•oireo .lyres CctR-. Hojs 

r ' **' k ‘' MY. CCti» TcLePHox: : a)s»rL<«» *.£i 



2036 A 


?p 

j. 

Jtir.dbui. — ■direct 

■ i Q 

Now, in the event that a ] 

;j twice in 

the 3 ame publication, what 

| 

4 • sir? 


j; a 

i 

In the sane publication? 

° i* Q 

j 

On the same day. 

!* 

A 

i! 

On the same security? 

i 5 

Vos, sir. 

Q 

V 

. k dc e 3 n ' t happen — — very 


..'(65 


woulc be two traders or something like that. 

IJIE COURT: Probably- a typewriter slip. 

THE WITNESS: That happens, but sometimes two 
trader;; could be calling it. It doesn't happen often. 

1HE IOURT: Here is one right here,Mr. Ackell. 

^ in a.-.l probability, if you will ask Mr. Lindberg, 

you wi. and that the First Prudential was offering to buy 
at 6-1/2 and offering to sell at some other trice, and the 
typist ofcv.::«d writing "First Prudential 6-1/2" and re,Used 
i>- a duel it- at ion and quit. 

0 v i :er you to the pink sheet tor the warrants 

coj. -v. ' >■ :.:h, where the name First Prudential Corporation 
W-'f. i* ti en a bid 6-1/2, asked 7-1/4. Beneath that 
1 ::f era,,fc tolapfcc:as number Ls^ide ti e same 
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0 '.there appears a bid of 6 and an asked of 7. 

Now, ui you explain what that means, to me? 

, many, many traders naturally have their 
telephones right direct to their desk, and to me, two 
trac.er.s put in a market ror the same security. 

«) Now, is there any way of your showing which of 
thoue bid or :t3.ked came in first? 

A No, sir. 

Q In those instances where only a bid or an asked 
appears, what does that mean? 

A Well, of course, that's just a Lid or just an 
asked. That's an indication, or rather, that the broker- 
declcr is prepared to pay or offer that to buy or sell the 

security at that price at the time that we receive the quota¬ 
tion. 
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MR. ACXELL: i will note for the record that 

I also have available the pink sheets for the Crhis- 


Cru ^ t °©curities traded while its exchange offer was 
open, and that is available for cross-examination. 

No further questions. 

MR. ARMING: i think we would want to offer 

the Chris-Craft prices to complete the record. 

MR. ACKELL: No objection. That is 115. 

CR^SS EXAMINATION 
BY MR. ARNING: 

Q Would you identify that as a similarly certified 
copy of the publication as it was published on the date 
indicated? 

A Yes, sir. 

MR. ARNINGi We offer it in evidence. 

MR. ACKELL: No objection. 

(Plaintiff's Exhibit 115 for identification 

Diarkad Defendant's Exhibit AB la evidence.) 

0 Just one question, Mr. Lindberg. 

You indicated in response to Mr. Ackell's 
question about volume that the quotations indicate 100 
shares. 


i 

l 

i 

t 

j 


l 

I 

f 

i 


I»n t. it true that, that is simply a minimum? 
A Not ia our sheets, no, sir. 
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0 liin't it; true that the only requirement for a 
putting in a bid is that he roust be prepared to 
sell or buy a minimum of 100 shares? 

A 100 shares,yea, sir. 

Q You have no wiiy of knowing whether he might also 
be prepared to take a thousand shares or 10,000 shares? 

A That is correct. 

i4R. ARMING: No further questions, your Honor. 

MR. PENNOYER: NO questions. 

THE COURT: Thank you, Mr. Lindberg. 

(Witness excused.) 

MR. LIMAN: Bring back Mr. flellamore, please. 
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PI* :R A IRC I’. Fr CORPORATION, et j 1 
(Arc. two ohhar canes) 


March 18, J9 71 
10:00 a.m. 


Trial re aimed. 


Mn. LI! IAN 5 May I proceed, your Honor? 

COURT: Yes, please. 

MU. LIMAN: i would offer at this ti:a 

*• l*r .* \di ^t" 1 f 1 f* V * 1 Pn ,n 4.M » . 

*u.i]Cij.cn ‘ n th 2 Lame >c.s:tr aa 
VaJae Lina survey, -;ai offered. Hi 


E. : y- iii 3^ 


c>1 ‘ lij * 5 - ' *‘ JS “«pcit.3 of t: e Ka/ 8 press rela^-js. 


i T l. CHIME*: 


I' :• ro, 


‘/o- hare a 115 alruiy, 


1 ».5 ar 


T . All AN: I ajr. . orry, «.iiig is l. p t 

o - t:U-jpjn<fj :? .hi Mav <2, l CS i.j.as 
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release. 

THE COURT: You sa/ you are offering it 

cn -*9 .1 ah. <2 jasis as Exhibit 35. as I understood your 
ultimate roi»Vi::!ca to me about Exhibit 35, you offers a 
Xai. i 2 Line to 3iiow the currency of the phrase o! $£G value 
at urc time o : the release of the Value Lina statement. 

IRC. LIMAN : . Right. 

THE COURT: And not for the content or truth 

c l .lie ocnoieah -.hereon. 

3R. LII1AN: Not for the truth of the ccmraentf. 

thereon, and I am not offering this for the truth of the 
comuenr.il thereon. They are clippings that run from 
May 3 through May 20, 1969. 

THE COURT: All thet you are offer ..-g t lis 

material ft r i3 to show the currency at the time oi che 

\ 

c li jyings i. i i rc w Lth respect to the trutu of ;he c ji.mn: 
the'eon ir an/ way'-* 


"hi.. 

LIDAN: 

That's righu. your 

’loner. 


l’HE 

COURT: 

<U1 

right. 



A' 

LIT .AN: 

3o : 

.t i r? psrfoctJ y 

cloi. r 

i PJ; 

n:.t 

i •* . • C 

v.r Uwh 

bv to show t u 

. ?• i t\ 

• i.ire 
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Exhibits 3 r i and 116 v/e.:e i-reiver 


io e 103313 .) 


^ ;<IfIAN: 1 wii * Offer 111 fcr identifi- 

<ac"Ui, **•• -> are - he tables and charts cf Dr. 3elleirore, 
and r h-ve no objection to :ir. Ryan's offer of the 

fOibjUL.cv. ; *•< Mt. Bellaawro nade o» control. 

R/iUi: That is Defendant's Exnifci t AD 

tor lie-, tirjcation, your lienor. 

(Vl.’.intiff*s Exhibit 111 was received in 

i j.C-a-.iC ; . ) 

( -o .anoant p Exhibit ]\D v.as received ir 

g - C‘v*' C ?. > 

PiihNOYEli: Your Honor, we will have a 

mcti.cn it a lit or time with respect to Dr. Dellaiiorfs 

tas-.irre :y, hut i an not objecting to its admirsili-;ty f 
fu-. >2c-: lc ny =i g n motion later cn with nsrei to 


• *" J 2r . c: : in.o *.y 


•?rc ■ j - 


7 COURTS All right. 

LI AW: i .cult’ at t »U t ime c-c.Mnr 

os ’ t;! - Jr vril « r - h 1 «vic uo I.y o : I e: t . aud 
° ho ; ac by the clef j d? r tn 

“*■ ’ mr, ' y CTes * ;i ' j c «*r lo .oi, irt.n jpj ; * 
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,R * SHPtSR: With respect to the main part of 
the Chris-Cra f. cl. :im, I move to dismiss the compleint 
or. the arc nd that Cliris-Craff s failure to acquire majority I 
control doe3 not give Chris-Craft standing to assert a 
complaint i»idc j Ru .e 10(b)(5); on the further ground 
vbat Curis-Credit has not established that Piper's resistance 
° Chris-Craft a attempts during the period of. the cash 
en.t r offer prevented Chris-Craft from acquiring additional 
T “i '- 1 unatan; on the additional ground that nothin ; Fiper 
d:.d arrer the cash tender offer prevented Chris-Craft frotr 
acquiring Piper shares. 

On the next ground, that there was nothing unlawful.! 
established by Chiis-Craft inthe May 8th press release 
.issued oy ^iper, nor did anything in the May 3th press 
re.'ease deter shareholders from rendering :o Chris-Craft. 

The '.ext ground that Chris -Craft admits that 
mt.il Julir it .as in a position to liquidate its riper 
10 .dings without :.os3, ani therefore it has no basis fcr 
3 'ami yes i itr. respec : to any prior per red cf time. 

•**‘ ! nex.. grouid in that, nothing in the E&ngor 
.ta pici;:-jcr.ua t£ July 18, 1969, furnished bv Piftr 

3r in ' hc ri * e '* I'-tierr of June 20th and Jrly >5th doterred 
e, ' n • p ^-•" -’hnrnhc t.er 1 *ot tendering share? to Cluis -Craft., 

' ’ • • t i.T-..ra t. asiatlished to the contrary. 


‘ :* rjjvan: 
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Finally, r.hat Chris-Craft had an opportunity to 


purchase control of Piper at the conclusion of its 


exchange offer and elected not to do so, and to the 


extint it claims its inability to acquire control damaged 


it, the damage was brought by its ovm choice. 


TIIE COURT: Wxll you explain that twelfth ground 


tc :.ie, that Chris-Craft had an opportunity to purchase 


ccn;rel? 


ill. SHIHKR: Pardon me, your Honor? 


(Iccord read.) 


ir.. SHI ME t: Your Honor, the record ia clear that 


at the closi of the two :o:npeting exchange offers, Bangor 


Purta and Chrin-Craft, neither party had centre 1. Bangor 


'*urta had approximately 45 per cent of the shares; Chris- 


t.;rcft haf agp-.oxiir-ately 4*. per cent of the shares. There 


-Hiie stil?. 1j*er cent of the Piper shares in tie hands of 


• .hr pub*.L f '. The 3 a shares were available for sare and icr 


;>i u. r. 


Cliriv-Craft did :iut make aiy attempt to purchase 


iur- o.. •; ir ru shares, with the exception of 29 ,i00 purchased 


bci.' 7 e<-::i A’ gcurr. 12th .and U3th of 1969, and thereafter it 


•;e.iwcl t' m t. pi cchases which, if it had done so, would 


i, •; '7a;: it control. 


JCIU T: Mr. I.iuan, wha -. is t.ia charge again: t 

M* 


x • •. . :;ur-.T fHtopyrv. 

’ > • 1 ’• • ; jt(T » • ■ F 

• ' ' n J- > Ji 
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THE COURT: Is there any case that has so expanded 

the civil liability of the defendant? 

MR. LIMAN: There ere cases on what "scheme" 
means, your Honor, and they are in our brief. 

THE COURT: 13 there any case that say3 a defendant 
Is liable before he begins to be a participant? 

!1R. LIMAN: I can't answer that, your Honor, for 
this reason, that here the damage that befelf us was 
damage that befell us as a result of what Bangor Punta did, 
not just what the others did. Sure, we could have control 
of the company had they not engaged in their acts before, 
but we were still in the ballgame up to May 8 and it was 
on May 8, when Bangor Punta caiue in, that the nail was driven 
i.i ard they got control, and that is the point. 

I am not saying if your Honor found —let me be 
crystal clear about it because I think I grasp the point: 
if your lienor found that all of the activities of Bangor 
*unta wore ron-actionable but that the activities of Piper 
preceding 8 were actionable, so that there was no 10(b) (5, 

violation after Bangor Punta came in, I would bo startled to 
j r <5 any e&re that said that fiangor Punta could be held 
liable in those circumstances. But, ycur Honor if the 
activities that Bangor Punta engaged in from Ma'* 8 on are 
nativities which themselves are actionable vnde * the S -scur : hi<js 


Hr•*.!.:r< : ecu, '.a*': 

c il / -i Fi-Oll. *T ; 


4 
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lawa, and if this is all part anc parcel of a co use of 
conduct which wan initiated earlier and which lad its 
consequence when they gained control of Piper, then I 
think they are liable for the acts that were performed by 
the co-parI ins to the case and I think that is really the 
Toss Ueht type of situation. Joint tort feasors is a 
dcctrinc; I think is known to the securities laws. your 


Honor. 


THL COURT: What about the bald question, dis¬ 
associated from all other matters: has Chris-Craft any 
capacity to sue for a Section 5 liability in a 10(b)(5) 

* r * a ^ of the Exchange Act case? 

fIR. LI/TAN: I Claim, your Honor, that the violation 

of 12 5 and Section 5 rs a violation of 10(b) (5) itself. j 

rHn C0URT: 3" what ground do yoj claim the Fund j 

of Fund:: transaction was not ar exempt transaction? ! 

iru LIMAN: Let me start with the Fund of Funds { 

r-.aixae-.Lon by saying it is not a Fund of Funds transaction > 
i.t ... Fund of Funds Proprietory Fund transaction and what - 
is tin dirferenca, an the vltnesseo Indicated? Fund of 

~' UC . ' lir - ua? - fvjld vhich sells it3 ovm share.-, to the ; 

prnlic. iiM of Ft ndsFroprietory Fund doit not. roll i.:s I 

C ^ <1,,L VC th * s fib ic * Fund OJ - La a exopao'r -Mich 1 

15 '' L th: F• so and sale of utctrifcie: n 3 
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MR. P2NN0YER: They are not significant to the 

extent that we are interested, that we are specifically 
interested in Paragraph 4, which was referred to in the 
testimony of Mr. Gordon, and that paragraph was not changed. 

We call fir. Pool. 

CHARLES W. POOL, called as a witness on 

behalf of the defndants, being first duly sworn, 

testified as follows: 

THE WITNESS: I reside at Maple Avenue Beech 
Creek, Pennsylvania. 

MR. PENNOYER: The questions of this witna 33 , 
your Honor, relate to proposed findings 148(a) and 180(a). 

THE COURT: Did you just put them in evidence? 

MR. P2MNCYER: No; they are not, sir. They 
are contested findings. 

DIRECT EXAMINATION 
BY MR. PENNOYER: 

Q Mr. Pool, you arc vice-president of finance of 
Piper Aircraft Corporation? 

A Yes, sir. 

0 And 1 ow l.mg have you been employed by the; company? 

A lu.-:t shore of twenty-five years. 

Q l at in Jaguar/ through September of 19 59, what was 
your titlo witi. ’io.rr 
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Treasurer, and I was a director. 

You ere not a director today? 

That's correct. 

Briefly, what is your educational background? 

I am a graduate of Elmira Business Institute. 
i\i:d briefly, that i3 your employment history before 
you came to Piper? 

A l ;crked £o:r a wholesale grocery concern. 

/■tR. LIMAN: I can't hear. 

A (Continuing) I worked for a wholesale grocery 
company in the capacity of office manager, part-time, and 
I was field representative. i then worked for the govern¬ 
ment as chief of property and supply. And then I came to 
Piper. 

Q Are you related, by blood or marriage, in ary way 
to any of the Piper famLly? 

A No, 3ir; I am not. 

Q When did you first learn that Chriu-Craft was 
buy ing stock of Pip :r Aircraft Corporation? 

A January 23, 1969. 

0 A ic hed.-.d it eexe to your attention? 

A 2 '.S3 so .idvised fey W.T. Piper,Jr. 

w That is, he hold you this — or hot wore you ad- 

viial by him? 


■Vri-1 
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A He had received a telephone call from Hr. Herbert 
Siegel which gave him this information, and he then told me. 

Q Arid what if anything did you dc with respect to 
Chris-Craft's cash tencer offer thereafter? 

A Well, upon hearing that they were — that they had 
purchased shares already and intended purchasing more shares, 
we sought idle advice of our outside counsel immediately — 
and by counsel I an referring to not only legal counsel but 
investment banking counsel, our auditing counsel, Pittsburgh 
ha tional Bank, for advice as to what such a thing involved 
for the future for Piper, what reactions normally could be 
made legally, et cetera, and so on. 

Q And you say "we sought" or you sought thi 3 advice 
immediately. Can you fix a date on that or an approximate 
date? 

A Insofar is contact with our auditing firm, it so 
happened that on that particular day, January 23, 1969, Mr. 
Donald Fennelly, a partner of Arthur Young a Company, our 
aud:.fcors, outside auditors independent auditors, was present 
Fiper Aircraft in Loch Haven and was consulted. I believe 
W.T. Piper, Jr. coic acted First Boston Corporation, and I 
bei eve alrc Chadbourna Park, our outcide legal counsel, 
a 7. believe chat was all the sane d:;y. 

;r :} i; " I: ? & contact with Pittsburgh National 


t 
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Q Did have in 3 id a cc -a tel for hous-3 counsel? 


h?*-* re n -• 

i •«> ^ 0^.4. <i 


Q How, -did yet attend a meeting in New York with' 

Mr. Siegel, I believe the following day? 

A Yes, air. 

Q And will you describe the discussions that you 
heard in the course of that meeting? First, tall rr.e who was 
there, if you ramonbor. 

A As I recall, present at the rioting on behalf of 
Chris-Craft was Hr. Leonard Gordon, Mr. Herbert Siegel, 

Mr. Armond Erpf of Lo?b Rhoades, and on cur behalf W.T. 
Piper, Jr., myself and Paul Miller from First Boston, and 
Paul Miller acted as spokesman for us and had asked the 
Chris-Craft people what their intentions ware and what they 
proposed doing, et cetera. All we could elicit from them 
in the way of any information was a sort of a discussion 
or a monolog on the fact that thay 'were a leisure tine 
group or that wv.s their philosophical concept o f their 
business organisation, and that Piper would gust fit into 
that like a vlova, Lairg a part cf that loisuri-tira von- 
Cv3.pt* And *:-i :e r.i.iy <vareu’t Leo much in this vote sot, 

i) ., » . '•! .i • ■ t -« • » W : •* ', • w 1 > O* . • . •« • «• • V • * 
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C Did you receive any written materials "re:.- my 
of your advisors — and ~S. exclude coinsal from that — 
with respact to Chris-Craft's finances? 

A Yes, sir. 

Q And did you receive thena before January 25th? 

A I believe so. 

Q Did you, yourself, ravi« 1J those materials? 

A Yes, sir. 

Q And what did you conclude from that? 

A I concluded that the Chris-Craft organization v;a 3 
not an organization which — with which we wanted to become 

associated. 

Q And on what basis did you make that conclusion? 

A Well, I **ould say one factor was the manner of 
their approach, which we viewed as one being characterized 
by stealth and secrecy. 

Another factor va3, in our study or in my study 
of the materials and talking to various of our advisers, 
that their history or track record wa3 r.ot one to inspire 
our confidence in them, that they had seemingly gore from 
a company by the name of Seeburg and had taken over by so-rta 
means or other Baldwin Montrose, and 3ubsegi,snt to that 
tak sever, the rtcwih or: Ball:.’in f'cr.irc.te sc-.t-d .c ; rve 
be-vn 3to jpec * v.tlc'i. 
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Thay had then moved on into Chris-Craft, and the 
sana pattern seamed to have taken piaoa there, that the 
growth seemed to have stopped. 

In addition, their debt capacity 3 eemed to have 
been fully u 3 ed up, which was not the case with Piper. 

We had a considerable amount of unused debt capacity, £md 
it was a normal fear, I think, on our part that quite posaibljr 
if we were to become affiliated with Chria-Craft that Chris- 
Craft might very well use Piper's debt capacity for their 
own purposes rather than for the growth of Piper Aircraft 
Corporation. 

Q How, there is a finding in the record. Finding 18, 

I believe, which referred to a meeting of the board of 

directors of Piper on January 25th. Did you attend that 
meeting? 

A Yes,sir. 

Q And reading the fir3t sentence of the finding: 

"Piper '3 board ,f directors enacted resolutions 

stating that in the judgment of the board or directors, 

the Chris-Craft tender offer was not in the best 

-• 

interests cf the shareholders cf the corporation." 

• < 

Did yov. concur ir. that conclusion? 

?. V- r : 

► • * t - • • - • 


0 Cn vhit basic*' 
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A One factor was that 
being offered was to purchase 
which left the balance of the 
in limbo. 


2053 A 

it was felt that all that was j 

r 

300,000 shaies of Piper stock, ■ 
stockholders in effect hanging ■ 


Another factor, I believe, was that if Chris- i 

i 

Craft were offering to pay a certain price for those 300,000 ; 
shares, and since Chris-Craft was in the nature of being a 
sophisticated entity, if this were their opening price, then 
surely there must be something beyond that, since it doesn't ! 
seem reasonable that a company would offer to pay more than 
they have to or want to. 

Q Now, there is a latterin the record in Agreed 
Finding No. F-21, which is a reproduction of the letter 

from Piper Aircraft Corporation to stockholders of Piper, 
dated January 27 — 


MR. PENNOYER: I will hand the Court a copy for 
convenience. 

Q (Continuing) Mr. Pool, did you review that letter 
before it was sent out? 

A Yes, sir. 

Q Did you agree with it? 

A Yea, sir. 

Q And it states: 

"Your board of directors ha3 carefully studied 
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this offer and is convinced that it is inadequate and not 
in the best interests of Piper shareholders." 

Nov, I believe you just testified as to why you 
concluded it was inadequate and not in the best interests 
of Piper shareholders. Have you already done that? 

A I believe so, plus some of the other reasons 
that are already stated in this letter, which I concurred 


Por example, that in reference to the Chris- 
Craft offer, as recently as the past eight months, the 
price of Piper stock on the New York Stock Exchange had 
been as high as $72, that we felt that the — and this is 
not necessarily the comment I am going to make in reference 
to the 300,000 ehev e h oldaee that might be tendered, but to 
the people who might wish to continue a investors in Pipor 
Aircraft Corporation. We had many stockholders that had 
been stockholders for many years, and they were really — 

1 don't believe interested in selling their stock, but in 
holding on to it as a Piper investment. And the projections 
for the general aviation industry were quite bright, and 
that historically Piper Aircraft had participated in this 
growth trend of the general aviation Indus trv in a very 

• * 1 

satisfactory manner, so that to those peop :2 I think holding 
their shares of Piper, we fillly felt and intended it v.aa a 
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Q Now, there is a finding in the record which 
No. 37 and which refer* to fen agreement with Gruronan, 
entered into subseouent to this letter,and in Janusry, 

I believe January 28th. 

\ 

Did you negotiate the terms of that Grumman agree¬ 
ment, or were you one of those negotiating it? 

A I was one of them. 


Q And where were these negotiations? (/here did 
these negotiations take place? 

A I think originally there were discussions held — 
this is to tie best of ny memory — at Bethpage, Long Island, 
and subsequently in the offices of Mudge, Rose, whatever the 


rest of the firm name is. 


in New York. 


They were attorneys for Grumman, 


Q Now, that agreement provided, amongst other things, 
that Grumman had agreed to purchase 3000 shares of Uper's 
authorized but unissued common stock at $65 per share. 

Dil you believe that $65 per share was an ade¬ 
quate Price for Piper to receive? 

A I — I don't know as I'd characterize it in that 
irony words, and the transaction — in such o transaction, 
where Piper is attempting to sell a block of stock, v/hat 
Piper might feel was an adequate price would i„ot necessarily 
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be the price at which they could sell such a block of gtock. 

J 

The buyer in this case was a sophisticated entity. 

In addition, they had sophisticated advisers. Dillon, 

Read was their investment banker. We had advisers. 

First Boston, who was equally sophisticated. So that in 

j 

arr ^- v ^ n 9/ let's say, at the draft of an agreement, as I 

i 

recall, price was the last thing to be arrived at, because 
really it depended to a great extent on the price, the market' 
P r ^®® tha time that the transaction was consummated, so 
that it became more or less a — a transaction or a com¬ 
putation arrived at between both our investment bankers, 
who were much more skilled in this area of establi; hing pricer 
than either Grumman or Piper, so that in arriving at the 
price of $65, this was the most that Piper could get under 
the circumstances. 

Q Now, did you believe that the agreement with 

Grumman was beneficial to the Piper Aircraft Corporation 
and its stockholders? 

A Yes, sir. 

Q On what basis? 

A Well, number — I won't list the factors in number 

order. I'll say one factor was that we had done, historically 

in the past quite a bit of business with Grumman. they being 
in the nature of a prime contractor of the government and 
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we -eing a subcontractor of theirs, so that in performing 
this subcontract work for them, they gave us in effect 
a great deal of training — I am speaking of production 
techniques,et cetera, which was of great value to us. 

One of the things we did, we made canopies and 
windshields for nilitary planes, which involved highly 
tec h nical and precise production techniques, and they 
gave us considerable help in being able to perform these 
techniques. 

I think another one at that time — at one time 
was aluminum welding. So that we acquired this as a skill 
in our shops. 

I think the personnel of Piper had gotten along 
well with the Grumman people at all stages or levels of 
supervision, et cetera, and workers. It was a feeling that 
if a merger could be arrived at or established, that because 
of the nature of the general aviation industry, if I might 
describe that a little bit: we were graduating from other 
prosaic products to more sophisticated, more complex air¬ 
planes, higher speed, greater capacity, passenger capacity, 
cargo capacity, et cetera, so that in the future, aa our 
products became more complicated, we felt that we would be 
able to get a great deal of technical assistance from a 
partner such as Grumman, who had in a sense already been down 
these trails. 

SOUTHfcRH DISTRICT COURT REFORl HRS 
U*itec i rurer Court House 
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In addition, we wanted or we felt that Grumman 
would make a much more preferable partner than Chrin- 


Craft. 


Another factor that made Grumman seem like a more 


* 

ideal partner was the fact that Grumman was, I believe, 
synonymous in the industry and in government circles with 
quality, that aligning ourselves with Grumman would certainly j 
enhance our own image in this aree. 

In addition, we had already established that, I 
think and this is in the minutes of the board meeting — 
that it would be quite possible that within a period of six 
months or a year we would require in the way of capitalization' 
anywhere between $15,000,000 and $25,000,000 of additional 
capital. It seemed that if we could sell 300,000 shares to 
Grunraan, that we would be killing in effect two birds with 
one stone and getting at least a part of our additions) 
capitalization at that time. 

Q And to what purpose was it anticipated that the 
additional capitalization would be needad? 

f 

I 

A Well, in connection with the Pocono project, was 

one item. And there were other items in development at that j 
time. There was the Navajo projects. 

Q Which Navajo project was that? 

A Oh, I believe in *69 that would have b^.n cuite 


'rijliTHERM DISTRICT uOlAkT RcPOSVEFt 
Unit >:o states (.ookt house 

Fctcv S 31 JANE, N.Y., N y. IGGG7 Te .EFisux?.: GC.« r. TUSfc 




Pool-direct 


2059 A 


1311 


probably the pressurized Navajo project. I think there was 
also some work being done in engineering on the development 
of a turbo-prop Navajo. I believe at Vero Beech, our 
Vero Eeech engineering department, there was a development 
project on what we called the Twin Cherokee PA-34 
Project. 

Q Now, you mentioned the Pocono project. There is 
an agreed finding in the record referring to a board of 
directors minute at a meeting of August, 1968, in v;hich you 
are quoted — you were the treasurer then — as having made 
certain comments and criticisms with respect to the Pooono. 
Do you recall that meeting? 

A Yes, sir. 

Q Now, as of January, 1969, what was the stetus of 
the Pocono project? 

A It was still a development project in January of 


And how about as of July? 

It was a development project. 

What was being done at that time or during that 


period of time? 

A Wexi, when I say it was a development project. 
eng<neering had employees assigned to that project, working 
on chat project, putting input into it. 

Q And apart from ^^r^elSing, were there any other 

OiSVfC' COURT KSPOSTEfiS 
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A Yes, sir. 2060 A 

Q Out of roughly how many airplanes in the 

field? 

A I believe approximately 2,000. 

Q During 7 969 did any representatives of Chris- 
Craft offer you an employment contract? 

A Yes, sir. 

Q Who? 

A We were invited — when I aay "we, n W. T. 
Piper, Jr., Howard Piper, Walter Jamineau and myself 
were invited to meet with -hris-Craft representatives 
in New York City, and we did so. I believe present 
at that meeting was Nr. Siegel, Mr. Gordon and 7 believe 
Mr. Rocklis, and it was at this meeting that they had 
offered us a contract. 

Q What was said in that connection at that 
meeting? 

A Well, they were more or less advising us 

as to the salary programs, the fringe programs, etc., that 
they had at Chris-Craft and that, in effect, they vs aren't 

a bad bunch of people, that, gee, we ought :c opt to 

know them better and they weren't out to throw us out, anc. 
that sort of thing, but they felt we could vary well work 
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2 

1 

• 


3 

together and that they knew very little, if anything. 


4 

about m an 

ing an aircraft company; that they would certainly 


5 

think it to their advantage to keep us on ir ou:: Cc.pajities 


6 

that we had enjoyed or had at Piper. 


7 

Q 

Was any specific terra mentioned fcremp.'ov nai t 


8 

contracts 

for you? 

! 

9 

A 

I can’t recall that that was true. 




MR. PENNOYER: No further cues cions. 


.0 


• 


11 


THE COURT; We will take a chert recess. 


12 


(Recess.) 





13 

CROSS-EXAMINATION 


14 

BT MR. ACKELL: 


15 

Q 

Mr. Pool, you mentioned a Piper aireraft 


16 

called the 

Cherokee Twin, the P34,in your direct 


l? 

testimony. 

Is that aircraft in production? 


13 

A 

I believe we built our first production unit 

19 

just recently. 


Q 

Has that been sold? 


20 


• 


21 

A 

No, sir. 


Q 

Are there any advanced sales that have already 


V. 

1 


23 1 

been itacltt 

of the Cherokee Twin? i 

f 

) 

'M 

i 

A 

f 

Not to my knowledge. 

25 

c 

Has tho plane oec.n certified by ci *a 
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they are saying, either. 

Q Was it your opinion that on January 23 it 
would be premature to draw any conclusions with respect 
to opposing Chris-Craft'o tender offer. 

A You mean on January 23? 

Q On January 23. j 

A Yes, I would say that would be a premature — 
possibly a conclusion. 

Q Did you tell that to Mr. Piper, Jr., when 

{ 

you discussed the rumors and you learned of the announcement ? 

I 

that had gone across the broad tape? 

1 

2 

A No, I certainly didn't advise Mr. Piper or 
say that to Mr. Piper. I think I was saying if 1 

i 

would arrive at a conclusion, I believe I would have felt 

i 

that I didn't want to become connected with them simply 
because of the method used, but I don't thirl: I hac 
arrived at a conclusion. 

Q Did you agree with the statement: that appeared 
on the tape, that Piper had no interest at all in the 
tender offer for Piper stcck being considered b/ 

Chr.is-Craft? 

A I Leli rve my innermost feelings would ; cj roe 

I 

with that, without having officially arrived at £ 
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conelunion as an officer of Piper Aircraft. 

Q On what basis did you arrive at ycu 
unofficial opinion? 

A I t.iini: it is human nature to sert of 
resent when somebody tries to force you to do something 
that yov, may not wish to dc, one I think that in the 
nature of acquiring 200,000 shares, saying nothing 
about it, of having, let's ray, the intention if taking 
over the company or control of the company and then to call 
bill Piper, Jr. , and state, "Sorry I have to do it this 
way, but you kr.ow, this; is life," or whatever ha told 
them, it is normal to resent that, I believe. 

Q Was it your understanding on January 22 
that Chris-Craft was going for control of Piper? 

A I was under the impression, vitheut being 
positive: c.oout it, that this was: part of the co:t.'crea¬ 
tion that Mr. Siegal had hsf. with W. T. Piper, Jr., 
that he wasn't doing it just for fun or for m investment 
in Piper, but that this is .'hat he wts afttr. c jrtrcl. 

Q rid you on January 23 re^d u starenvant in the 
Cnris-Crrp : tender offer v/iJti respect to Cl ris- Trait 
having a view toward control of Piper? 

A 1 can' c recall chat particular visv J ei.vj 
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expressed in there. If I v;ere to see the tsndar offer . 


maybe I could — probably it would speak for itself. 

Q Did you on January 23 recognise the possibility 
that Chris-Craft might acquire 51 per cent of Piper 
stock through its tender offer? 

A How did you express that? 

tiR. &CKELL: Please read the question. 

(Question road.) 

A No, I don't think I could truthfully etate 
that, since I was under the impression that the 
tender offer was simply stating that Chris-Craft would 
agree to take up to 300,000 shares but only reserve the 
option to take shares in excess of that, and that vould not 
give them control, under that tender offer, 

Q You don't recall any discussions of the 
possibility at $65 a share of Chris-Craft cetting over 
51 per cent? 


A Not necess.irily in connection with the tender 
offer. I think the possibility of their getting £1 
per cent was simply a thought in connection v/ith their 
action or actions in process or in future actions. There 
its3 a possibility. 

Q Was there discussion of the at* .ra< : fci».»«: less 
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or unattractiveness of the $65 figure? 6 «jA 

A Most assuredly, yes. 

3 Do you recs.il testifying on April 10, 1569, 
at page 109 of the transcript, as follows. This 

ia the time period between January 23, 1969 and January 
27: 

Q Wero there any discussions as to viether 
Chris-Craft would be successful in obtaining 31 per cent 
of the shares of Piper? 

A I was — it was discussed in the light of 
Chris-Craft gaining control. 

"Q The subject wan discussed as to whether or 
not Chris-Craft would ba able to gain control? 

A That is correct. 

Q In connection with that, was there any discussion 
as to whether Piper shareholders would cell to Chris- 
Craft at $65? 


n 

-ij j subject. 


There ware certainly discussion.*; cin that 


What was sa:.d about that? 

Tl-ta co..ie people would sell and aosae wouldn't. ' 

iOU reca -- i having giver that tistinoj.y: 

Yes, sir. 


J 
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Q Was it true at the tine you gave it? 

A Yes, sir. 

Q Is it true today? 

A Yes, sir. Again, there was no mention 
in that, as I recall your reading, as regards the tender 
offer — control in regards to the tender offer. 

Q What were you discussing in those conversations 

between January 23 and January 27? 

A I can only state this in an overall summationi 
We were discussing Chris-Craft's actions, the possibilities, 
what we felt about their actions, their future actions, 
and so on and so forth, its effect upon the company, the 
stockholders. 

Q Weren't you discussing how many shares 
might come into Chris-Craft at $65 a share? 

A Tne subject may have been discussed. I can't 
recall thac any conclusion could have been reached 
since we w.rre not experts in this area. 

Q Was there any $60 offer outstanding at that 
time other than the Chris-Craft tender offer? 

A Net that I knew of, sir. 


*. >.t • *s. v * ; i ■ i*/U<< f rtf ijje 
' * J w »: ,4<' C3r>. it; 


9 






I 


2 

3 

4 

5 
5 

7 

3 

7 

10 


n 

2 

"I 


!7 

3 a 

>) <! 


•-( 




* 

a 

* i! 

** l 

i. 

i 


Pool-direct 

cross 2067 A 

Q ilr. Pool, after you learned of the Chria-Craft 

tender offer, on January 23rd, did you stay in Lockhaven 

for the next few days? 

A No, sir. 

Q I see. Did you coma to New York? 

A Yes, sir. 

Q Were you at Lockhaven part of the time and in 
New York part of the time? 


A To the best of my knowledge or recall, I went 
to New York on the 24th. I was in New York on the 
25th. I returned to Lockhaven on the 25th. 

I believe that we had a board meeting that 
The next day was a Sunday, the 26th. I 


evening. 


am not sure whether we were in Lockhaven that day or 
whether I flew to Bethpage, Long Island, on that day. 


I think I was in Bethpage — I know I was in Bathpage on 


i'tonday, which would have been the 27th, and I believe 
I was in New York on the 28th, in the offices of Grumman's 
attorneys, and I think I returned to Lockhaven on the 
28th. 

Q Before testifying today, did you check your 
apnoin 'meat. calendar or diaries to refresh your recollection 

a-i to oe tes? 
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Q On January 23rd did you have any discussions 
with Mr. Fennelly, who you said was at Lockhaven at 
that time? 

A Yes, sir. 

Q Dj.d you have any discussions on January 23rd 
with Mr. Cornwell of D. F. King Company? 

A Mot that I recall on January 23rd. 

Q When if at all during that period did you have 
any discussions with Mr. Denting of the Chadhourne firm? 

A Well, I think — I think Mr. Doming was present 
at our meeting in the offices of Mudge, Bose, and whatever 
their names were, in New York. I don't — I can't 
recall the sequenae of events as to when we first talked 
to Mr. Dentirig of Chadbourne. 

Q Mr. Fennelly is an accountant, is that correct? 

A .'hat’s correct. He is a partner with Arthur 
Young t Company. 

Q Did you discuss with him the desirability of 
tha Chris-Craft tender offer on January 23rd? 

A I can't recall specifically discussing it with 
Particular individual. There seamed to be * large 

group ct people nulling around and talking and discussing. 
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so that uho suggested who or who talked to whom, it ! e 
rather — i can't, recall. 


Q you recall if Mr. Kberling was present at 

any of those conversations on the 23rd of January? 

A Not that I can recall. Normally he wouldn't 
have been. 


Q ty/ ttb it. Mr. Eberling's position in Piper? 

A Ji8ci?.stant couptroller. 

U Joos ae work under your supervision? 

A Yes, 3ir. 

0 Of what Mr. Catoni's position, sir, or what 
was it at chat time? 

A Comptroller. 

Q Doss he also work under your supervision? 

A Yes, sir. 

Q Wow you testified that you gathered together 
aateriali; concerning Chris-Craft on January 23rd and 24th. 
What .materials were you referring to, sir? 

A wa had — there was a subscription around the 
cffio* to Value Line, We had the Value Line reports on 

^ " 1 iib got a—b jid. of loody'o. 

Were you specifically stating on a certain 

~y or — 
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The 23rd or the 24th — Thursday, the 23rd, or 


Friday, the 24th. 


I think we went to Mew York on the 24th and we 


had — we got a report from Boston, on First Boston, on 


Chris-Craft. I believe we got some further information 


from Arthur Young & Company. 


't/hat kind of a report did you get from First 


Boston? Annual report? 


A No. This was a report comparing our aapital 


structure and balance sheet items, mostly, ratios with 


Piper, with Beech and Cessna. 


And, now, on those days did you also accumulate 


data concerning Piper? 


A Data concerning Piper? 


Q Yes, sir. 


Well, my office seems to be the repository 


lor data concerning Piper. I don't quite understand 


what you mean. 


Did we collect it? We have it in our files all 


the v/a.y. 


Well, daring the meetings on January 23rd and 


24th, did you have in your }x>3session any financial 


irformation concerning Piper? 


Yes, sir. 
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Q What did you have? 

A Well, wa had all the company's information on 
Piper Aircraft. 

Q What kind of information is that, sir? 

A Are you requesting that I give you a list of 
all the financial information about Piper Aircraft which 
I as treasurer would have in my possession — work sheets, 
inventories and — 

q Absolutely not. I am asking you what financial 
information did you extract from your files for the 
purpose of discussing it with the other people present 
on January 23rd and January 24th? 

A I don't think physically I would have extracted 
any of it from my files. 

Q Now on January 23rd, do you know if the first 
quarter financial statement for Piper Aircraft was 
available at Piper? 

A I only subsequently found this out, and when I 
say "subsequently," I would say subsequent to Mr. Catoni's 
and Mr. Lterling’s deposition in the Middle District 
;^ourt. 

I didn’t knew it prior to that. 

q And is the substance of their depositions in the 
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Middle District Court that the financial statement for 
the first quarter had been submitted to be printed at 
Piper on January 21st and that the printing of that 
statement had been completed by January 23rd? 

A That I couldn't attest to. I — 

MR. ACKELL: I ask that this be marked Exhibit 

117 for identification. 

(Plaintiff Exhibit 117 was marked for 

identification.) 

Q 1 show you Plaintiff Exhibit 117 for identifica¬ 
tion and I ask you if you can identify that document. 

A This seems to be a printing order, which would 
be prepared by the printing department, stating that they 
were to print 38 copies of a report of six pages plus 
cover, material wanted immediately. 

Q What is the date of that — 

A Financial statement. 

Q What is the date of that? 

A The date is January 21, 1969. 

Q Now would you turn to the second page of that 
exhibit, please, sir, and cell me if the printing of the 
financial Htabeme it appears on there — the* printing data? 

A Yes, sir. 
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W And what does it 5how? 

A It show3 project number, financial statament, 

«i.x Bluets. 33 cosies, for accounting, N-121, requested 
iravadiucely. Dates completed, 1/23. 

.U. ACKELL: X offer Exhibit .117 for identifica 

tion into evidence. 


»4Jl. PENNOYER: ho objection. 

(Plaintiff Exhibit 117 for identification 
received in evidence.) 

U On January 23rd, the date that Exhibit 117 
indicates- the financial statement had been printed, did 
you ask i-ir. Eberling to update your financials? 

A No, 3ir. 

Q llov were the financials that you were using 

with the persons with whom you had discussions on the 
2hrd and the 24tli financials which preceded the first 

quarter liana vials? 

A I think I told you that I did not pull any 
information from my files to hold discussions with other 

people on January 23rd. 

'!o T ,i C don't know w quite what you are asking. 

C Wall, over that weekend. 

)l.i I update the information in my nind? Is 
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tiiat what you are saying, or what? 
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Q Or any other way, air, over that weekend. 

A No, sir. 

Q Over that entire weekend, you never consulted with 

ibejrling as to whether there were any imre current 
financials than ycu had seen up to that time? 

A No, air. 

Q I believe you testified that you, among other 
people, approved the January 27, 1969, letter by Piper to 
its shareholders, which is included in finding No. 21. 

A Yes, sir. 

Q And were you consulted on the portion of that 
letter that reads: 

■*3. Piper sales increased more than 20 

per c^nt in fiscal 1968 over the prior year, and 

it3 earning3 per share were approximately 29 per 

cent higher." 

A Was I consulted? 

C Yes, 

A In connection with that? 

G Yes, 3ir. 

A C world cuestion the term "consulted." The 

facts apo: *. for themselves. The annual report for 1963 
hal ai .rfci bten published. This figure — tha figures spoke 
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for themselves. 


I don't think it was necessary for 


them to ccn3ult me on them. 

Q Did you talk about that statement with anybody 
P r i° r to January 27th or on January 27th? 

A Oh, I believe I admitted that I waa in on the 
discussions in relation to that letter, so that certainly 
I had knowledge and approved the statement. 

0 You never suggested that the current financials 
for the first quarter of 1969 should be consulted? 

A No, sir. 

Q J.ic anybody make such a suggestion? 

A Not that I recall. 

Q you also indicated that the materials you 

gathered oi Chris-Craft indicated, among other things, that 
chris-CrafVs growth had been stopped under the management 
of Herbert Siegel, is that correct? 

A Yes, sir. 

Q And did you make any comparison at that time of 
Chris-Cre.ffc's growth under Mr. Siegel as compared to its 
growth ur.dor anybody before Mr. Siegel? 

A .. believe that was the gist of our investigations 
th?i > arrived at the conclusions that we arrived at. 

Q How did you arrive at the conclusion chat the 
geowen -ao stopped under Mr. Siegel? Whit did you have? 
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A we had financial reports, as I stated, in 


3 

connection with Chrin-Craft. 


4 

Q Wall, how had the growth stopped? In what 


5 

respect? 


6 

| A I only at this point in time i only remember 


7 

the conclusions. I don't remember how the studies were 


8 

conducted,or the details, in arriving at those conclu- 


9 

sions. I only rsmeuber the conclusions. 


10 

Q Do you also 2 amember the conclusions, as I believe 


n 

stated it, that Chris—Craft's debt been completely 


12 

used up? is that correct? 

• 

13 

A Yes. 


14 

Q Do you recall what Chris-Craft ' s debt was at 

4 

IS 

that time? 


16 

A No. it seems to me that I recall in excess of 


17 

a hundred million, or something to that extent. 


18 

Q On May 8, 1969, do you know what Bangor Punta's 


19 

debt was? 


r 28 

THE COURT i May 8th? 


21 

MR. ACKELL: 1S69. 


2k 

A There sjain, to the best of my memory, I would 


23 

think that it was also in excess of a hundred million. 


2k 

Q You considered it desirable, nonetheless, for 


25 

B&r.gor ?>mta and Piper to merge even though Bangor Punta's 
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hai c Iso beer. completely used up, sir? 
A The difference — 


MR. RYAlis I object to the form of that ques¬ 


tion. 


THR C3UR7: Sustained. 

Q Did you reach any conclusions on May 8, 1969, 
with respect to Bangor Punta's debt? 

A I believe that although we were aware that they 
had a large debt, as e percentage of their total capitaliza 
tion, I think we al3o felt that we were dealing with 
people we could trust. 

other words, we had mutually agreed to sit 
aid talk and negotiate, which was an entirely different 
situation than with the Chris-Craft people. 

Q Under those circumstances, the debt was not as 
important to you, is that correct? 

A It wasn't in che sense of ray prior testimony, 
that we fait that there was a distinct possibility that 
Chris-Cra::t would avail itself of Piper Aircraft Corpora¬ 
tions c.eb: capacity, unused debt capacity, for its own 
purposes, to the detriment of the future growth of Piper 


Aircrait. 


' < *"^ n ^ i eel tnat this would be tr ie in connec¬ 


tion w:\th tin Bancor Punta par^inership, 
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Cl For haps the figures I have are wrong. 

It is ray understanding that you sold on July 8, 
1968, 100C shares at $63.50. 

A That could very well be. I sold, I believe, in 
April, in June and in July. 

Q When you received $63.50, did you consider that 
to be a fair price for your Piper stock? 

A I don't thxnk the term "fair price" entered my 
mind. it was what the market place paid for my stock. 

Q But you were satisfied at that time with the 
price you received? 

A Well, I am not quite sure that I was satisfied. 

Q You decided to sell it when the market would bring 

in $63.50, correct? 

A Ttes, but I might have been dissatisfied that 
.oa}ba it !*houlc>. h*:ve been $65 or maybe I could have gotten 


$65. 


Q Prior to January 27, 1969, were you told by 
ray representatives of First Boston that $65 a share was a 
iiir price for Piper stock? 

A No, sir. 

you told by any representatives of Pirst. 
Boston that $55 was a fair price for an individual tendering 

h.*.;* stock to Chr^s-CraftV 
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A No, sir. 

Q Were you given any advice i by First Boston 

with respect to vhathar $65 t share was a fair or an unfair 
price? 


A No, sir. 

Q Oz an adequate or an inadequate price? 

A I would Have been under the impression that our 

advisors were in agreement th*t $65 was not an acceptable 
offer. i don't think the term -price- was uted. At 
least First Boston didn't object, to my knowledge, to us, 

that the wording was not an acceptable offer, was not all 
right. 


I am not aware that they objected to that. 

U ord you consult them as to whether that was or 
was not all right? 


A To the best of zry memory, I can't specifically 
state that v/e specifically consulted them. I am under 
the impression that they were part of our advisor group 
ana we certainly must have talkea to them. 

All 1 am saying is that I can't recaJ1 that they 

objected. 

U Before tiio January 27th latter went out, .,ad 
you heo„ given any advice from liret Bouton with respect 

' O $6!>: 
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*1 Well, here again you are trying — 

Q Would you answer my question, please. 

A Yes, sir. I can't specifically state that we 
received ;t dlrocstJ.y from them, that I remember that. 

I remember ve were talking to First Boston, we were calking 
to Dudley King, we were talking to our attorneys, we were 
talking to ourselves, if you will. 

The decision finally rests, I am sure*, with the 
management, the officers of Piper Aircraft, or the 
directors, and I, for one, didn't feel that it was an 
acceptable offer. 

We sent the letter and, to the best of my memory, 
our advisors agreed to it or approved it — at least 
they didn't verbally, to ray knowledge, disapprove of it. 

Q I am referring to your testimony on April 10, 
19C.9, pages 137 and 138, which reads as follows: 

"Q How was the price at which Grumman was to buy 
300,000 shares of Piper determined? 

"A I believe this was determined by the market at 
the time. 

''U And .‘'hat price was arrived at? 

"ii $u.h 

"0 lb ynr.r •p'-r/jmenk, v;a3 that an adequate and fair 
•ri co? 
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A In my judgment, it rested 


investment bankers. 
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"Q Which wen what? 

" A First Lc3ton Corporation. 

G What was the advice’? 


"A §65 was an equitable price. 
‘Q Ano. when did you receive. :.b 
investn ant bankers or when did ?; or> ; ; 


at advice tru i ycu.r 
receive that advice 


from the investment bankers? 


“A 1 am not sure oi : the date, 

"Q But that was before January 27th? 

"A i believe eo. 1 

0C you 3:e call having giver that testimony? 

A fee, sir. 

Q /Jaf: it true when you gave it? 

A iei., sir. 


G Is it true today* 

A. las, sir. 

Q Having received that advice from First Bouton 

you nonetheless regarded the Chria-Cruft $(.5 as inadequate, 
sir? 


dR. CENMOYER: C bj action, your Honor, The 

tranacr/ pi ae read by Hi. «.?kell indicates that it was in 
connectici with th<: Grunraan transaction that tint. §65 
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and — 


please. 


Nov. Mr. Ackell's question assumes the $65 price 


THE COURT: Let me hear the question again, 


(Question read.) 

THE COURT: He ccay answer the question. I; is 
not referring to any particular testimony 
A Yes, sir. 

Q For what reasons was the Chris-Craft S6E 


inadequate? 

A I don't believe that the transaction.! were 
similar. In the case of the Chris-Craft transaction, 
it is the case of.- let's say, a buyer whc la initiating 
the action — it is a sophieticeted buyer and no i.s trying 
to entice a group of atocknolders to seli to him. or it, 
teir shares. 

The implication is that if a coupany such as 
Chris-Craft io to offer a price, to pey a price for thos:? 
shares, that they are going to offer the lowest price 
at whrch they con or think they can attract ti e a.i ires. 

7.: Piper j.u going to contest whnt it. thinks 
in a ':ikcovo;- attempt, a stockholder I think would 
nrnsall y fool that there was a letter price than $»5 in 
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the offing. 

In the case of the transaction v/ith Grumman, 
Piper ie :.n the nature of a supplicant: it is trying 

to sell sonietning to a buyer who could be classified as 
very sophisticated and with sophisticated counsel. 

So that Piper is trying to 3ell £ block of 
stock to someone viho certainly is not goinc to pay any 
more then they have to, certainly no mere than they feel 
they can defend to their 3 :cckholder 3 , and it is going 
to be subject to the marksc at the time more no than the 
other transaction. 

So that as part of any agreement reached on 
the sale and purchase of the shares , the market place or 
the price wa3 the last thing to be agreed upon, and this 
was more or less worked out with the investment bankers 
and submitted to the two companies for approval. 

In addition, there were 300,000 shares being 
added to the capital structure of Piper Aircraft Corpora¬ 
tion which bould not necessarily add to the market value. 
It might, dilute it. 

Q Are you saying that you would net ha so felt 
$7 3 to be iaaiaqu- • fce had Chris-Craft, offered $70 p< r 

share? 

T- That is in effect what I am 3c.yj.ng, i.x. 
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Subsequent events I believe, have proved. this to be 
true. 

Q The $63 figure with Grumman had been discussed 
before January 27, Me. Pool? 

A I am not quite sure of the data when it was first 

discussed. 

Q Do you racall whether in your discussions prior 
to sending the January 27 letter whether the distinction 
between $65, a? you have described it, in a Grumman- type 
transaction anu , r >5 to an individual shareholder should be 
referred to in the letter i 
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A I am not sure in point of time just when the 
discussion would have been had. i think the subject 

was certainly discussed at the time that the price was set 
with Grumman. 

I can't 3ay how much prior to that, if any prior 
to that, it was discu seel. 

Q If the Grumman issuance might have dilutee the 
value of the stock, might not $65 have been more at¬ 
tractive to an individual shareholder? 

A All 1 am saying is that Chris-Craft, if Chris - 
Craft were offering $65 a share and their offer wan 
being contacted, that in such a context a Hharaho. .dcr 
would logically look forward to getting a better price 
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by Chris-crafc ari, it, addition, 1 said aubsaiuen.; event* 

proved this. 

Sonu stockholders got as high at; $04 — 

0 i an not talking about subsequent event.?. j 
aw talking a out January 27th. 

A I am simply offering it as confirmation of our 
logica. 

Q Would you answer the prior qurnticn, as to 
whether tie Grumman issuance might hare d Intel ti c valu, 

of the stock and then wasn't $65 to shareholders a more 
attractive offer? 

A I don't think that this particular consideraten 
entered into it. We are talking about ~ 

Wnat was the phrase used in the letter — as tc 
th„ adequacy of the offer - that no nutter whan effect 
the Gruifjr..n transaction might ha/s had or -he nurket as 
foi as dilution effect is concerned, that it. shill 

remained a logical implication that a stockholder could 
hope to get more than $65. 

Q The letter said: 

Y(m ~ t*****}. of directors lias car really studied 
tiir.s offtr and ia convinced thaJ- it in i.icdccriate 
anc ‘ in the best intor of Pipe;-'- fhure- 
ho.'.dera„" 
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Was the r.tudy that you referred to i i tJint letter 
tha study that you have just testified to with reupect to 
the $6f> value? 


14R. PENWOYER: Objection. 

TH2 GOUi:T; I don’t recall any talk of studies. 

What you are doing is comparing efforts to 
market rone stock with an effort to purchase some stock. 

The one hr.3 an association with a company that is 
integrating its facilit'"* *nri the other is an entirely 
different affair. 

I don’t know what this argument is a,out.. 

Q Was the basis of the statement that 1 read tc 
you advice received from tha First Boston Corporation? 

A I think I previously testified that I can no 
longer recall specific ad/xce being given by each cf cur 
advisors. I can only recall in substance thac we- 

nuve had \ariouc advisors, v.hat we sat down with those 
advisor 3 end at wr.at point in tins I do noc remember. 1 
uimply ren earner that we arrived at that conclusion and 
we arrivec at sending a latter that we approved of it. ’f 
iiiij of out advisors did net agree with the sot stance in 
that January 21 'cl. letter, I waa m.r. made aware of hieli 




i 

I 

t 

I 

I 

i 

t 

■ 

i 


! 

» 

I 

! 

i 

i 






objections. 


1 ar.i at! lag the c.istinctiev. that I might no!: a: .e 





. -fc.-.vri:fV rr ;.vj^ -&>>’• 

$ • ‘ >.r * A, i*"h# 

. v •• , ,.x fit TetfcF a); h.!»i !!-» 




Itj-ll Pool-cross 2087 A 

Q Did anyone on the ?iper side of that discussion 

suggest t.iat the offer be extended to more than 300,000 

shares? 

A Hot that I recall. 

Q Ware the Grumman negotiations stimul jiteci by the 
Chris-Cre.it tender offer? 

A I believe so. 

Q What was the purpose of the Grumman .rarsaotion, 
as you understood it, sir? 

A The purpose was severalfold: I believe we 

did not wish an affiliation with the Chris-Craft people, 
that we wora searching for an affiliation that would be 
more palatable to us; that we felt that it would be of 

0 

greater advantage and benefit to the company and the 
snareholdtrs — 

Should I repeat my prior testimony now on 

direct — 

Q hot if you expressed all the conoidexacians *itf 
respect to purpose before. 

A I believe I expressed that befote. 

Q Was the guiding motive oehind that transaction 
the dusire to head off an acquisition of Piper by Chri?- 
Craft? 

1 don’t quite understand tbe ramifiestLorn; of 

+xh -r;«< l ‘fit :* ii 

Si*t ! d > S\ k 1 c?> -kb v Hi*. 

■t c - u i* tow fttLSMbifeii *X*« vo/ ■£*> 


A 



raj-12 

the word "guiding." 
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I can r.ay that it was stimulated by such a 
aojlre out X can’t say that I feel this became the 
overriding factor. i think the other factors**™ 
equally important. 

They were a desirable partner, in our eyes, 

and, in addition, we could raise additional capital that 
way. 

Tiey were all important reasons to us. 

Q Is iir. Huy Haas an employee of Piper? 

A The name escapes me. i don't recall it. 

Q Is Hr. D. s. Bunder an eirg.oyee of Piper? 

A Ho, sir. 

Q Do you know that dr. Bunder is employed by Artnor 

Young? 

A Yes, sir, he is. 

Q At the time you were negotiating the Grumman 
transaction were you familiar with the listing agreement 
of Piper with the New York Stock Exchange? 

A I am not going to admit being familiar with it. 

I v/aa aware of it. 

Mother I was aware of all the legal aspects of 
it, I don‘t recall. 

U hid you review the listing agreement durieg tnst 
ioc * irlfcRto rJitV; hH. • ht-.FOkT 

bhu fci- -'V' *i id Oj'ifct t if »■>. lac: 

>'<li Jx ■: **«.. »de■ ■< i , M.'X hlvr Yajei J rtt -it. Qjf t '•») ‘ ■« /»\ 
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A I recall reading the listing agreement during 
that period? 


A I recall reading the listing agreement. 

As to point in when, the date, when I did it, I 
can't recall. 


Q I believe you testified that one of the reasons 
that the Grumman transaction was attractive to you was 
that it would bring in additional funds to the company, 
and I think you stated $18 million. 


A 300,000 times 65. 


Q Were there any provisions in the Gruraman agree¬ 
ment v Lth respect to how Piper would use those funds? 

A Yes, sir. 

Q What were those provisions? 

A To the best of my memory at this lata date, I 
believe that we were to hold those funds in, let's say, 
some sort of escrow — in other words, not mingle them 
with working capital of the corporation for some period c;I 
time during which investigation would be ‘fade intc the 
merger possibilities between the two comfiani.es 

Q I believe you testified on direct that that 
additicjidi. money vould be desirable for use in, connection 
with the Iocono project, the Navajo turbo ;reject, and the 


iuiiiHcSW liis• hIG Ir.iUuti 
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Q Did you discuss with anybody the edvisab:' lity of 

referring to the put provision in that announcement? 

m i 

A No; I don't recall. 

Q Did you discuss with anybody the desirability of 
referring to the requirement that funds be segregated 
according to the agreement? 

! 

A No. 

Q Now, did you after the Grumman agreement of Januarvj 

i 

2'jtn participate in any discussions with the New York Stock j 
Exchange concerning the listing of the 300,000 shares? 

A Did I would you repeat the question? 

HR. ACKELL: Read the question, please. 

(Question read.) 

A No, sir. 

I 

Q You don't recall having been present at a meeting > 

* * 

with Mr. Byers and Mr. Deming at the New York Sccck Exchange"' 


ing. 


A don't recall that I was present at such a meet* 


Q Do you recall ever having been shown a draft listing 


agreement vr.fch resuect to the 300,000 share*? 

A IJo; I don’t recall. 

Q Mr. Pool, did you at a later tim discvsr, \iti ,ry 


Sj"" |JESTS-' r • t'KT I 
H. Yr.f'l e; 

r.* t v .'ij' u •• • •, 

-• • • ■ -■ * j. .etc!-.-, -• ■ ■■-j , i) 
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body a listing app icahion for the issuance of approximately 
47, C b00 Piper :?hare:? in connection with the U.F. Coic.ratr; 
and Southpt. transactions? 

A X believe so. as I recall, yes. 

C When for the first tine did you discuss the Its tine 

application? 

A I can’t recall that date. 

Q Do you recall whether the listing application was 

filed on March 24, '969? 

A No,sir; I don’t recall. 

Q Do you recall how many days after the agreement 
with U.S. Concrete and Southply had been reached thar the 
listing application was filed? 

A No, air; I don’t recall. 

Q Do you recall the result of the filing o: the 
listing application? 

A Yea. I think, as I recall, thr: New York Stock 
Exchange would not agree to it. 

Q Now, as of March 24, 1969, were you familiar with 
the provisions of Piper's liscing agreement, with tie New 
York Stock Exchange? 

A Again, 1 can't equate to that pa?:ticr.Lax date. 

Q Do you know who Piper's transfer agent w iai in 
March, 1969? 


ser TKKrt’? wsT/i! r *! odiht ssToare: : 

ti: iitcd ST.t > f.: ..oust Ho'js^ 
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Manufacturers Hanover. 


Q Do you know v/ho its registrar wan7’ 

A Bankers Trust. 

Q Dio Piper issme apprcjximately 470,000 shares 

Marsh, i.9f>9? 


A To my recollection, we did. 

Q Did Manufacturers act as the transfer agent? 

A To the best of my recollection, I don t believe 

the Bankers Trust would register the snares. 

MR. ACKELL: Would you read back the answer? 
(Answer read.) 

Q And Manufacturers did not issue the shares; is 
that correct, sir? 


A I am afraid my memory fails me. I think you are 
asking a technical part of the question. I am net sure of 
the answer. I would be guessing or assuming. 

Q Well, did Piper Aircraft act as its own transfer 
agent and as its own registrar in the issuance of that stock 

A 1 think possibly you are correct. 

Q Did that event precipitate the delisting of Pipe 
stock? 


A As to — I don't believe I am legally qualified 
whether that event precipitated it. I think that event 
or others precipitated something in the del if;ting. 
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0 You don : t know whether that report was based 
solely on the statistics, do you, sir? 

A No, sir, I do not. 

Q Do you recall wind tunnel tcj.'Jts having 
been conducted at Langley Field, apart from the MA3A 
report we have spoken ebcut? 

A In my memory that was one oif the tests I was 
talking about. Whatever the name of who conducted 
this, I don’t know. 

Q Do you know when? 

A No, sir. 

Q What year? 

A No, sir. 

Q Did you tender any shares of Pip»r stock to 
Bangor Punta under its exchange offer? 

A Yes, sir . 

Q 1900 shares? 

A 2,000. 

Q Did you report a profit for that tr.. inaction 

when you filed your tax return for 1369? 

MR. P3NN0YER: Objection. 

THE COURT: Sustained. 

MR. ACKELL: Your Honor, the purpose ui thi 

stir, hew z’x&vr; or nr rr- t.tet 3 

it irrc o Stai es Ca *r rci si 
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inquiry is with respecc to the -'alue placed on the c:k 

by y.r. Pocl at the time of hi.3 declaration of income 
for the year, which is isv.evait to the issue whether Si. 
fact the package of Bangor Puntn securities had a value 

of $80 a share. 

THE COURT: Objection sustained. 

G Do you know if cny other employees or 
officers of Piper Aircraft tendered sic;: to Banger Per.ca 
under its exchange offer? 
a Yes, air. 

Q VTho? 

A Well, I believe T /7. T, Piper, Jr., Howard 

Pi pec — 

THE COURT: Please raise your voice a little 

bit, Mr. Pool. 

Q Cut3ide the family. I am speaking of the 
general exchange offer. 

A Walter Jamineau. 

Do you know approximately her. n:ry eres? 

No, sir. 

Any other employees :r officers? 

Other employee s? 

App roximately ho# rn znr, air 

. '• Itfv. Yi. T C?A »' ’ t 


0 

A 

Q 

A 

Q 
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A You moan how many other employees? 

Q Yea, air, 

A I couldn't hazard a guess. I really couldn't. 

Q Were there more than 20? 

A I couldn't hazard a guess, sir. 

% 

Q Do pu have any idea of the number of shares 
*:hat were tendered by employees of Piper? 

A No , sir. 

MH. ACKELL: Please mark this for identifi¬ 

cation, please. 

(Plaintiff '3 Exhrbit 119 was marked for 

identification.) 

Q Do you know whether after the close of the 
bongor Punta and Chris-Craft exchange offers any employees 
of Piper sold their stock for cash to Bangor Punta? 

A lo, sir, I don't. 

Q C show you Ej.hibit 119 for identification and 
ask you i! licking over that, list would refresh your 
recollection as to any people whom you know who tendered 
cr sold thei.-r stock for cash to Bangor Punta. 

A vx'Xi you ror-aet that question, plaase? 

Ll thv questions Cus you identify 

;.uy uj £1. . ■ r- a 3 j, thau list? 
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I 

| 


3 

| 

h Josephson f« Company — do I identify them? 


4 

C Ho, if you can identify them as employees of 


5 

i 

Piper, or officers. 


6 

A Oh, T sea. I can't identify a name on the 

' 


7 

entire list aa being a Piper employee. 



Q Car, you identify any as being former directors 


9 

of Piper or dealers of Piper? You have reviewed the 



list now, haven't you? 


i: 

A YEs, sir. 


12 

! 

Q Do you recognize any of them — 

I 

h 

A X was reviewing the list with reference to 


Ul 

being a Piper employee. Mr. N. J. Greene was a director 


IS 

of Piper Aircraft Corporation. That is all. 


i6 

* 

Q Are there any dealers or distributors of Piper 


)•» 
t / 

v 

Products chat you recognised when you reviewed the list? 

t 

» 

■ ‘ i 

j 

A Ho, sir. 


III ( 

(: Any former employees of Piper? 


^ * , 

A Ho, sir. 



Q Former officers? 



h No, sir. 


•* 

MR ACKELL: to further questions. 

< 
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• 

1 

» 
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REDIRECT EXAMINATION 


BY MR. PENHOYER: 


Q Mr. Pool, were you aware of the first fiscal 
quarter stales and earnings figures for Piper prior to 
January 27, which is the date of the letter to share¬ 


holders? 


No, sir. 


0 What, in your view, is the significance of a 
fiscal quarter’s sales and earnings figure? 

A It has relatively small significance in rela¬ 
tion to the ye ir as a whole. 

MR. PJ5NNOYER: No further questions. 

THE COURT: Anybody else? 

MR. RYAN: I have no questions, your Honor. 

the COURT: Thank you. You are excused. 

•Witness excused.) 

Wt. PENNOYER: Your Honor, at this time Piper 

rer.s. C wxll say Mr. William Piper is in the room and I 
hc.d told Mr Liman of my intention to call him, I told 
hirt .hi.:: yesterday, ai:d I informed him at lunch today 
thi. : f. hit c {hanged my mind rind I feel s hat anything he 
S7£ * :i -- 3 vould ho cumirlatlve on-, l a* interested 

* moving thin thing along. 


c , r. t» :r • p.j ? ■ 
r-:i a Id •. -A.x* 


w 





4* 


* VT 1 -f 


2099 A 


1375 


ilowijvei r should 'lr, Liman with to Cc.il Mr. 
°iper in his reoutt.al crae, I would request that he do so 
now. I don't think Mr. Ryan or Mr. Arning would object 
-o that procedur e, i ' that is all right with your Honor 


too. 


THE COURT: That is entirely up to Mr. Liman. 

Ma. LIMAN: I would like to call him. it is 

just a natter of suiting the convenience: He is here 

now and I will be brief with him. 

THE COURT: You prefer to call him now? 

MR. LIMAN: Yes, your Honor. 

THE COURT: We will take him out of order 

md consider this part of plaintiff's rebuttal case. 


W I I. I. I A M 


PIPER, 


called as a 


witness in his own behalf, being first duly sworn, 
testified eg follows: 


fj DIRECT EXAMINATION 

I 

1 ' ! BY MR. LIMAN: 


Mr. Piper, yju ware president of the Piper 


lire: aft Ocrp ration in i.3S$? 
i' T.iat's correct. 


W i-;r. had you become presider.t? 


v-r.;i, i’ .vy p *. .*? 

• ' • '• 'v . f 


r. . .• .>fj. 


\ 
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A I .-ms actually president and chaitman of 
the beard in 196S. 1 became president approximately two 

yea;:3 prior to that time and I maintained the dual position 
until about September of 1969, at which time I became the 
chairman of the board and a to. Mergen became president. 

Q And your dad preceded you as president, am 
I correct? 

A That ia correct. 

Q And is it also correct you became chairman of 

» 

Piper'3 board on your father's retirement in March of 1969, 
and your dad bacarae chairman emeritus on that occasion? 

A That's right. 

Q You are familiar with the May 8 press release 

of ranger Punta and Piper? 


i 

i 

I 

i 


i 

l 

t 

t 

i 

i 


i 

I 

i 


i 

! 


A Very much so. 

Q Die. you approve that press release before it 

was ieuu'idi 

A Yas. 

Q At the tine that press release was issued had 

yen beam tc.ld by the First Boston Corporation vhat the 
family paci: r go v. as v’ort - ';? 

Cn.‘.y in approximate figures. C dci ’t think 

sxat i:3.: ’ *<" tlv. j. n. ny , ric. 
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Q Were ycu told that it was worth approximately 
$70 tc $72 a share? 

A That’s right. 

~PutUTA 

Q Did you toll Bangor tH Lper that you would 

-fcH®- ViLrtrtl 

recoran,end^._ anger-kipe#? offer Pa n gos PunLa to your share¬ 


holders? 


Yes. 


Q Can you toll me whether when the Chria-Craft 
exchange oifer became effective you sent a telegram 
to your shareholders recommending that they reject the 
Chris-Craft offer? 

A I don’t remember whether wa sent a wire or not. 
We certainly had correspondence with the shareholders 
and it may hrve been If letter — I am not sure of the 


wire. 


Ii I snow y ou Exhibit 120 for identification. 


car. you iclertily it? It is a document produced by 


Piper. 


It iooKs familiar. I would have to say tnat 


n;»i. 3 war- a wits that r sent, or the company sent. 


iil blMWJ 


J - offer it in evidence. 


Ml . v ENdOYER; No objocticn. 


• . v utif:?’ Exhibit 120 was received in 


1 
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evidence.) 

Q Do you knew who was on the executive committee 
at che time you sent that telegram? 

A I believe Charles Pool, Waiter Jamineau, I, my 
brother Howard, and probably my brother Tom. 

Q All directors other than the Chris-Craft 
representativea? 

A I believe so. 

Q At the time that you sent that telegram 
die you know what the terms of the Chris-Craft offer 
were? 

A The date on the wire is May 17 and I don't 
recall the dr.te of their exchange offer, so I would have 
to say I don't remember that. 

Q II: I told you their exchange offer became 

effective on May 15 and v;as renounced with $10 additional 
cash on 16, would that refresh youi recollection? 

h No. 

3 13 it possible that you sent a telegram 

urging your shareholders to reject Chris-Craft a 
exchange offer without knowing what th* of far terms 

No I didn't say that. Ytu asked \:.o if " 

v Mtricc • tyjh-.-r rr :$ 

'l.i c.-.'5 ‘O'.’.fr 


V 


were*’ 



Ape r-direct 


3.370 


zinri) 


2103 A 


reme,ubered tne terras, end I said I didn't. 

Q Is it your testimony that at the time you 
sent that telegram you knew what the terms of the offer 


were? 


I am quite sure we would have. 

Did you have an opinion as to what the worth 


of their of Ter va i:? 


p I con it remember at this time what the value 

wa;t but I am sure that at that time wo must have had an 
idea. I don't recall what the figure was. 

C Do you recall being examined by me in Lock 


Haven? 


A That's correct, surely. 

q Do you recall on June 16, 1969 being asked 
the following questions and giving the following answers, 


page 7'. : 


•n Did you ever discuss with First Boston that 
you bac a b* opinion of warrants that Chris-Craft was 


offaring? 


q.j I never discussed Chris-Crafi's warrants 


witl: anybody. 


v C |, have nr recollection oi discussing Chris- 


Craft':: warrants »ith First Boston - ’ 




+:‘ " 
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I know nothing about Chris-Craft's warrants. 

I knew nothing about what they are offering or their 
value. 

"Q Are you saying you did not inform yourself 
of the package they were offering? 

"A I have seen the package in thoir offering. 

You never made any inquiries as to what the 

value is? 

“A I am not interested in exchanging my stock 
with Chris-Craft, so why should I stop and analyse their 
package? I have no idea what their package was." 

Do you remember giving those answers — 

A No, I don't remember those exact words, but 
I thr.nk that in quite similar to wh» fc I said a moment 
ago. that I don't remember what the value of the package 
wav. It: has oeen approximately a year and three guar cars 


VJ 




: ^ 


!• 

I. 



ago and if you have the correct testimony of my words 
there, I an assuming what you read in what I stated, 
but. I still don’t remember what the package — 

Q I ai.i hoc asking you today. These questions 
no: - put to you in -Tune of 1369. 

i I didn t know whac he package was in Jjne 
of 39, i certainly don’t knew what it was todiy. 


•l.; 
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C Whea you g*:ve your testimony in June of 1969 
did you tell the truth? 

A Yes, indeed. 

2 Wi.s it true when you said "I know nothing 
about Chria-Cra ct's warrants, I know nothing about 
what th’y a::e c cfering or their value"? 

A I can't say that that would ba entirely 
right, because 1 would have to know something about it. 

I would know they were at least making an offer. 


\2 

13 

M I 

j 

i5 i 
•6 ! 


Q You knew that much? 

A I knew that much, and that is about all. 
Whatever 1' on id then was true and I don't believe that 
I ever actually studied or naked First Boston or anyone 
elso co c/ivo un an exact down to the penny price of what 

thei-r package was worth. 

0 •!< you consult with First ho 3 tcn on this 


to If gram? 


A ai( ' quite sure wo did because- we didn’t 

i 

movt - on any communications, whether they be letters or 


wii.vs, wirr-out consultation with all of our legal. 


fin; i i'j 


thjp »• 


id 


; vobably aocovtntii 
■ r «K- /un fs* ' .jin n 
in lent fcuov it 


ig counsel. 

yen sent o-t that jlegrain 
.•dge to refoittiirr/i . Piper's 
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shareholders not to accept Chris-Craft's exchange 
offer? 

A I sent and signed the wire, you must remember, 
as the president of the executive committee and v:e rely 
almost wholly on the advice of our finance and legal 
counsel for information, and in fact I would say that 
the lejal counsel and the finance counsel drew the wire 
and net I. 

Q by legal counsel you mean Chadbourne? 

A 1-ho Chadbourne firm, and First Boston for the 

finance counsel. 

Q I direct your attention to testimony you gave 
at pages 136 and 137 of the record. Again, this was in 
Juno of 1‘JdS. I take it your memory in June of these 
events was better than than it is today? 

h I don't know. What is the subject? On some 
subjacta it is good and on other subjects it isn't. 

Q asked you these questions: 

"Q Hava you told any shareholders to wait 
before taking action on the Chris -Craft exchange offer 
«> nae vis'v ik' :he daitgor registration artat exeat will 
bn cat n'? 9 f. tact i> ? 

•> ' p cr/int. r.o chink ci a cpooS f exaipla. 

• :S 
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I don't think that we have stated it that way. 

3 Lave you said it in some other way, conveying 
the 3ame intent? 


"A Well, let me put it this way* We have 
shareholders calling us on regular occasions, that is, 
practically no day goes by that a half dosen shareholders 
won't call and say, in so many words 'I am utterly 
confused. what air I supposed to do?' We have been 


vexy careful to take a very neutral position and tell 
them liis was a decision they themselves had to make and 
that we were not in a position to be recommending they 
selr chair stock, thatthey exchange it for Chris-Craft, 
it was up to them. 

"We havo learned, not on this occasion, but 
we have learned from experience and on past occasion, 
a year or two, three, four, years ago, where some share- 
holler cel cd and 3aid should I sell my stock when your 
'is v.p farily well and you say no and by this time 
it takes good plunge and you get your necK out a mile, 
rf: have .'.oarnod not to try to steer the aid-holders in 


«3• VV r i:;* •*; t x->n. 


“ Then this rsgj itra-.j.on becomes effective, I 
.it .ain. y •■’ii-s- inart. tel lino the .shotar.oiders vhat 
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our recommendations will be. 

’Q And have you formed those recommendations? 

"A I have formed them. 

”Q Those raccmmendations? 

*A You bat I have, but we are keeping it to our¬ 
selves ." 

Do you remember giving chose answers to 
those questions? 

A No, but it sounds like something I might 

say. 

Q Was it true? 

A I think bsscially that is the correct attitude 
for any cctr.oar.y official to take. 

Q If it is the correct attitude that a president 
of a oubli.c company should take, is it the policy that 
you followed in this caGe? 

A I think so. 

Q And you felt that your sending a wire to 
your shareholders not tc accept the Chris-Craft exchange 
offer was an execution of that policy? 

A T think, if I re&a that wire correctly, it 
as.»£ them to withhold their judgment inti!, they heart, from 
U3 further. Is that not correct? 


iOL'JMH? ‘f’.V L" -T r?c- «•:.! ,? ?• 
I Vi 

. ' > ,! , ,V . . . , . 






rmt * 6 


W, Piper-direct 


2 

3 

4 

5 

6 
7 


.1.385 


2109 A 


Q It starts off — Ivdll read It to you — 

"We strongly urge you to reject the Chris-Craft exchange 
offer stop. Mew and important information concerning 
your investment is being prepared and will be mailed to 
you by Pi.par Aircraft as soon as possible. On behafl 
of executive committee of Piper Aircraft Corporation, 


W. T. Piper, Jr." 


! 


j 
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A I think that answers your question. It says 
we suggest they reject it until they get further information 
from us so thcit they can weigh their decision,and I think • 
that iscxactly the type of testimony I gave you in my 
deposition. * 

Q That is what you intended to convey? 

A That's correct. 

Q Incidentally, I didn't ask you about your 

educe-.tion.il background, but you are a graduate of 
Harvard College, are you not? 

A Yas. 

Q Mr. Piper, you recall the day that Mr. Siegel 
:::.l 1< d you anc : told you he wee making a tonder offer 

fci vA.r com:cry? 

A i€S. 


Lid you receive a call after that from the 
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I don't recall. X don't knov. X don't 


remember. 


Q Co you have any recollection of expressing 

a view to the Dow Jones immediately after you learned 
or! Chris-Craft’s tender offer? 

A No. 

MR. FENNOYER: Your Honor, at this point I 

object an not being the proper subject for rebuttal 


testimony. 


THE COURT: Overruled. 


0 Did you read the Wall Street Journal the day 
after the tender offer? 

A I can't swear that I did, but I am sure that 
I must have, because we tried to keep current on most of 
the publicity and the information. 

0 pacifically, Mr. Piper, did you say a 

Gow Jones reporter, and see if this refreshes your 
recollection, “They hove called and said they would put 
ext tsnde:.r? for nr stock. V7o have no interest in it 
ec all. opposed to it." 

lid you say tint* 

r f Jo- 't i:» w, 3. don • t reii.;>.ffbor i? at. 
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0 And Is it . faot that Grumman said in these 

negotiations leadina un tr» t-h*. 

9 UP to the agreement that they were 

not prepared to decide at that no<n«- 4. 

tnat point to merge with Piper? 

A r don't know that Grumman stated it in that way, 

but it said that they wouid iike an opportunity to discus, 

*ith Piper the benefit, and the - the benefit, of a merger 

to determine if a merger would be to the best interests 
Of both parties. 

Q And what was the Dnnyiga n < » l . 

purpose of the put arrangement 

in the agreement? 

A X» the event that a merger wouid not go through. 

Q And you understood that in the event that they 

decided not to agree to merge with you or you decided against 

tbe merger, that the share, could be put back to you at their 
original cost? 

Or if for any reason - any other reason a merger 
would not be consummated, the Grumman had the option to 
take back the stock. That's correct. 

0 »ov was the reason that you chose to issue the shares 

to Grumtan before a decision was made on the merger that 

it would keep Chris-Ci aft from getting control in the 1 

interin? 

A Certainly no argument about that. „e were taking 
What steps we could to protect the - what we felt was the 

interests of our shareholders w*» . 
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reasons, which Mr. Pool enumerated, including the need for 
cash and including the benefits which could be derived 
from a merger of Grumman and Piper. But I can't deny 
that it was also a protective device on our part to forestall 
a take-over on the part of Chris-Craft. 

Q Well, did you tinderstand that you couldn't use 
this cash during the period that Grumman had its right, 
its put? 

A Yes. 

Q And did you understand that if Grumman chose to 
exercise this put, you would have to give back the cash? 

A Correct. And if we should have decided that we 
didn't want to go through with the merger, they were free 
to take back the stock or give us back the stock, and we 
ij would give them back the cash. 

Q Do you remember giving this conversation concerning 
i the purposes of your Grumman transaction, at page 112 of > 

i 

your testimony on April 16, 1969: 

^ "Q In the light of the fact it was going to take a 

9 period of time before a meaningful judgment could be made 
as to the advisability cf the merger, what wa3 the purpose 

) f\ \ 

I of selling Grumman 300,000 shares in late January? 

\ 

I 

"A This would bind the agreement, and it would give 
t us additional shares, which might make the further tender 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court Housa 

PCLCY S^OARE, K.Y., N.Y. 10007 TELEPHONE 0031 i_ANO MS8T< 


I 








2115 A 

Pp3 W. Piper-direct 1390 

offer of Chris-Craft or the tender offer of Chris-Craft 
1-^3 attractive to our shareholders.” 

Do you remember giving that testimony? 

A No, but it sounds reasonable. 

Q You say it sounds — 

A I think I mentioned here that part of the reason 

for trying to merge with Grumman was to defeat a Chris- 
Craft takeover offer, which would be saying in another way 
just what you have read there. 

Q Well, I wasn't asking you about the reasons for 
merging with Grumman. I was asking you about the reasons 
for issuing shares before Grumman had made up its mind as to 
whether a merger was feasible. 

A Well, I think it was just evidence of good faith 
on Grumman's part. 

Q And was the testimony which I just read to you 
truthful as to your purpose for issuing these shares? 

A I thought I just answered that by saying that 
part of the reason for trying to effect a merger with 
Grumman was to defeat a take-over on the part of Chris- 
Craft, ’.fhich I think is the same answer. 

Q Do you remember why the Grumman transaction was 
called off? 

A I believe the principal reason, i# not the only 

SOUTHERN DISTRICT COURT REPORTERS 
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reason, wa3that the New York Stock Eschange vrould not list 
the shares. 

Q And is it a fact that after the Grumman trans¬ 
action was cancelled you chose to get into the con- 
business and the plywood business? 

A That's correct. 

Q And that also was in order to keep Chris-Craft 
from obtaining control of your company? 

A That's correct. 

Q And was it a fact that you decided to issue your 
shares as your own transfer agent? 

A I would like to enlarge on your first question. 

It certainly is one of the reasons. The other reason is 
that wa — the other reasons are that we again felt that in 
addition to additional shares outstanding, which would make 
it more difficult for Chris-Craft to take over, it was also 
the — any benefits that could be derived from 3 different 
type of an operation, from additional earnings which we 
believed were imminent from these two acquisitions. Wo 
have been criticised in past years for sticking solely to 
the aircraft industry, and this was an opportunity for us 

to diversify our operations, a.id I think it v;a 3 a combination 
of raasons for it. 


And ycu personally, Mr. Piper, were opposed to the 
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I don’t think so. I don't know of any 


occasions. 


Q fir. Piper, did you or did you notissue these 
shares without calling upon your regular trer.sfer agent to 
do so? 

A I'" not - that's not exactly clear in my mind. 

I recall signing certificates which were given co the _ 

i 

I believe it was Pittsburgh Coke & Chemical Company, in 
exchange for the stock in the two other companies. But 
whether they werecleared through the transfer agent or the 
registrar, on that point I'm not entirely clear. 

Q You naan, even today, after the delisting pro¬ 
ceeding by the Stock Exchange, you don't recall whether you ! 
issued those shares directly, yourself, without your transfer 
agent or registrar? 

A You are correct. 

0 Was there discussion at the time that you issued 
the shares of the listing requirements of the Stock Exchange 
in the light of the fact that the Stock Exchange had refused 
to list the Grumman shares? 

/ I don't recall any, but here again we would be 
relying entirely on our legal counsel, our finencial counsel,, 
and in this case also on Pittsburgh Coke 4 Chemical's counsel, 

SOUTHERN OISTfcICl COU^T REPC ITF'RS 
ItolTPb iTATE; Ccrj'j f HOUSE 

FCL'-Y iCUAR’i MV.,! IY. 13057 TELEPl;OT_ ; OfclT M If, 






1 ' 
2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 



PP 6 W.piper-direct 0<t . 0 . 1392 

c 11 o A 

and this, is completely out of our jurisdiction, and what¬ 
ever the recommendations are, we certainly weren't in a 
position to debate them. 

Q Who recommended this transaction to you, Mr. 

Piper? 

A Originally, I believe the Pittsburgh National Bank, 
as our principal banking source, funds source, recommended 
that we talk to the Pittsburgh Coke h Chemical, and beyond 
that I would say that certainly PirstBoston was in on all 
the proceedings. 

Q Now, it was after that transaction was annulled 
that you decided that you would enter into an agreement with 
Bangor Punta;ia that correct? 

A That'8 right. How long after I don't remember, 
but it was subsequent. 

Q And hsd you looked at about thirty or forty companjj' 
before deciding on Bangor Punta? 

i 

A I don't know the number of companies, but we had 
a planning committee which had been quite active since the 
weekend of January 24th and January 25th, and there were 
quite a few companies that we had considered, and as to the 
exact n’lmbtr I can't say. 

0 You said a planning committee. Who was on the 

planning committee? 
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A Well, we had our own manager of the planning depart 
raent in Loch Haven, and to the best of my recollection Jte- hnd 
a representative from First Boston, one from Arthur Yoting 
and probably one from Chadbourne. At least, Arthur Young 
and First Boston. 


Q And did you feel, Mr. Piper, that Chris-Craft 

4 *' 

pushed you into the Bangor Punta agreement? 

A Yes. I think that's right. Let me put it anothe r 
way: I don't think that if — I'll say that if Chris-Craft 

had not made an effort to take over control of our company, 

I'm sure that we would not have been as active in the next 
two or three months in attempting to find a merger partner. 

On the other hand, we have discussed and considered merger 
in previous years from time to time. We have been approach¬ 
ed on numerous occasions by other companies, and we never 

felt that the time was just right or that — that it would 

0 

be to the benefit of our stockholders ,to merge at this 
particular time. 

However, as each year went by, we were getting 
c l°** r M d closer to the point where the company was going 
faster than we felt we were going to be fe ble ic acquire 
capital and possibly even Management, sc that the possibility 
of merger in the next year or two or three was certainly 
improving, and I think what this did more than anything 

SOUTHERN DISTRICT COURT REPORTERS 
Uwn ed States Court i lou >n 
Fclcy Square, N.Y.. N.Y. 10007 Telephone 







pp8 


W. Piper- direct 


21204 


else was given us a push in that direction. 



Q Do you remember at page 115 being asked the 
following question and giving the following answer, cind 1 
think this is consistent with what you have just said: 

"Q Co you feel that Chris-Crafk pushed you into the 
agreement with Bangor Punta? 

"A They pushed us into action which ve j>o33ibly would 
not otherwise have taken." 


A Well, I think that basically it tha .;a»re thine 
that I have just said. 
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C bid you distribute the i-lay 8th press -a,lease to 
your Piper dealers and distributors? 

A I don't reraeirber. 

Q bid your Piper dealers and distributor*., tc 
your knowledge, ovm any stool: of Piper? 

A Yea, quite a few — 1 would say that jv.ita * 
few of the distributors ov/ned stock. 


know. 


How many of the dealer** owiei stock, I don't 


If I show you 121 for ideatif ication, can ycu te ll] 


whether this is a letter you sent to your deilars and 
distributors enclosing the May 8th pre::s r< lsaae? 

A Ao I say, I don't remember putting tills out, It i 
it is Obviously one of our standard fo.rra litters tc c’^ilev 
and distributors, so Z would have to say new vis. 

Q When you say standard fc rm x „ >> 


A It was a releare to the distributers. 

Q And which you used to send them tha Miy 8th 


press release? 


A It i» a csv-.ji: letter to the .lay tti -• it 
states there that I did. 

Q And it has your signature? 
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A It ntateu there that I did. 

Q And — 


2122^ ifl 


And it has .ny signature on it.. 
i-lR. LLlAiJ: 1 will cffar that. 

Did you, Mr. Piper, ask w :f your s hurehclceru 


to tender their shares to Baagoi 
letters? 


thnr tha- by 


A I don't specifically recalJ any instance, but 
^ «ay that we had quite a few tslephciui calJs ceiling 

the sorapany from various people inquiring about it. 
As to whether I had any personally, I cY n't 


Q Was there a group set up with the coaxp^ny to 
handle these calls from shareholders during che period 
Bangor Punta and Chris-Craft had exchange* o’fura cut • 
standing? 

A If we had one, it would have*, boor ou; planning 

committee. 

liow I don't recall that we hae established c iy 
committee as such. 

Q Was there a policy at the company at that t'.-ie 
tc niconmend the Bangor Punta offer? 


A I would have to say yes. 
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Q After Bangor Punta's exchange offer closed, 

you were aware that they did not quite have 50 per cant, 

and, in fact, they had only roughly 45 per cent of the 

stock of Piper? 

A That is my understanding, somewhere*! in the 
mid-40*s, that's right. 

Q Was it also your understanding that if Bangor 
Punta'e holdings rose to over 50 percent that you would 
receive additional consideration from Bangor Funta at 


that time? 


I am talking about the end of July. 


A Depending on what kind of a value would be 
placed on the Piper stock which the family had. 

Q You knew that by the time that Bangor Punta 

exchange offer closed that the value of the family 
package was well below $80 a share? 

A I imagine that we would have known that, yes. 


srr. 


Liman? 


THE COURT: What do you say was the value, Mr. 


MR. LIMAN: First Boston expressed an 


opinion — 


THE COURT: 


lio. What do you contend? 


MR. LIMAN: My contention of whc.t the value was 


|b||Lu 


southed mi r;E-cr<m £ 
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0 Having seen these opinion letters of First 
Boston, does it refresh your recollection that you were 
aware at the time that the Bangor Punta exchange offer 
closed that there was a substantial differential between 
$80 and what the value of your package was? 

A Yes. 

In fact. First Boston gave us the advice it 
was $53.50, I believe. 
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THE COURT: 
or the value? 


2125/1 

What was $53.50, tht difference 


THE HI ™ ESS = MO. that was tie value of 
the package, of tlio entire package. 

Q Did you undertake alter the date that Bangor 
Punt a 8XC ha„ ge offer oiosed to help then, find people 

who might be willingto sell their shares? 

A 1 don,t recall that I did personally. we 
y ve had as I say, the planning commitcea r..ay have 
or some individuals in th - plant may have ard it is not 
beyond the realm of possibility that if a dealer or 
distributor or somebody called me and said “what do you 

suggest?- i might have said, "Sell it,- tut I don't 
recall — 

Q You mean a dealer or distributor of t>iper 
products, not a brokar-deaier? 

A No — or a friend ot something. 

THE COURT: Is that $26.50 the subject of the 

lawsuit that is pending now? 

MR. -vlMAN: In Delaware? 

THE WITNESS: That is part of it, yes, sir. 

Q Are you, incidentally, in litigation vith 
Bangor Punta? 
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Have you been paid your difference? 


Washburn? 


Do you know a man by the name of George 


George Washburn, I believe was a former 


stockholder of Piper Aircraft. 

Q Were you acquainted with hi™? 

A Yes. Mr. Washburn, hie wife and I think one or 
two daughters used to come to an annual meeting cm 


occasion. 


Did you, w. T. Piper, Jr.# speak to Mr. 


Washburn about selling his shares? 


Not that I remember. 


A 


Q Do you know a Richard Piper? 

A Yes. He is a nephew. 

Q Did you or anybody of whom you axe aware 
speak to him about selling his shares? 

a* 

A It would ba very possible tecau.se he is 
part of the family. I don't know that I talked to Richard 
directly, hut it certainly is possible. I con't thirl. 


What about Ellsworth Buck? 
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A Ellsworth duck, I believe, is a stockholder 

that lives, out here on the Island that had had Piper 
stock sinc^. th<e early MOs. That is aoout all I remember 
about him. He had a substantial number of shares at 
one time. Who in our plant, if anybody,; talked to him, 

I don't know. 

q ito you remember ever tolling Bangor Punta that 
ehere were shares of Piper in friendly hands to the manage¬ 
ment? 

A I don't remember saying that, but it would 
be logical to say that. 

Q Would Mr. Ellsworth Buck be such a friend? 

A I don't know that he had any particularly 
friendly feelings toward us except that he vas an ola 
stockholder of long standing and I assume t.ret 
naving bG2i. in that position he would csJ'tainly feel very 
frierdly toward Piper Aircraft. 

Q Did you incidentally speak to First Boston 

at all about asking them to help Bangor Punca get the 50 
per cent alter Bangor Punta*s exchange offer closed? 

A well, I don't know that I c'id ; 'jut I tliiar. 
thet it ! s ccmm.tn knowledge uhat First. Iosco i war. vorkrrtg 
with Piper Aircraft ard Larg: r to put > hi? uecUcga 
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together and I assume that, would be a part of its 
normal task. 


C Did you give them lists of people to cell? 

A I don't know that someone else in the organisa¬ 

tion did — when you say me, do you mean me personally? 

Q Yes. 

A Not that I remember. 

U What I am asking is that here you have a differ¬ 
ence of $27, or almost 12 or 13 n*. .lion dollars for the 


family and what efforts, il any, did the family —^ 
after the Bangor Punta exchange offer closed to help thesi; 
get that 50 per cent? 

A That I don't know, but I think we have 
made it abundantly clear from the very beginning that the 

t 

family was in favor of the Bangor Punta merger, or at 
least a combination, and I think even before the Nay 
14 agreement we probably indicated our desire to do 
everything we could to make an association down the line 
with Bangor possible and contrary to any assistance with 
Chria-Craft because obviously that would be out of the 


picture. 


MR. LIMAN: Read back the last lino. 

(Record read.) 
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Q What do you mean by that? 

A I mean by that that we w*re not going to do 
anything to help Chris—Craft obtain stock. I think I 
made it abundantly clear as I have gone along that 
we were opposed to any association of the two co mp a n ies. 

Q I think you have. 

Now. just a few more questions. I will show 

you this exhibit, the January 27, 1969 letter, which is 
part of finding 21. Do you see the paragraph there , 
that says "The board of directors has carefully studied 
this offer"? 

A No. 2? 

Q Yes. 


A Y&3. 


q Is it afact, Mr. Piper, that even before the 
board of directors carefully studied this offer you, 

William Piper, had decided to oppose it? 

A I think any individual's immediate reaction 
to a takeover attempt by another company based on the 
raid type of operation is bound to be negative and 
opposed to it, but I think our immediate — you said 
what was our immediate attutide toward it and I think it 
was one more of being a little upset about it and certainly 
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not feeling very ki:*4J.y toward this outfit, but I don't 
know that we had elected or decided right there at that 
minute that we were going to oppose it. I think the 
purpose of our meeting with the Chris-Craft people the 
next day in New York was to see what they had to offer 
and what were their intentions, and of course we got 
nothing out of that conversation and if silence means 
anything, it was pretty obvious what they wanted was a 
takeover and they didn't seem to have anything worthwhile 


to offer us, 


So, under the circumstances, until we 


had a chance to know a little more about this outfit, 
we were not going to immediately knuckle down and give 
irto any kind of a takeover attempt of this type. 

Q The Dow Jones on January 23, at 11:24 a.ra. 
stated, "William T. Piper, Jr., president of Piper 
Aircraft Company said 'We have no interest at all in 
the tender offer for Piper stock being considered by 
Chris-Creft Industries." 

VJould you have said that if y>u had not reached 
the conclusion — 

A You asked roe that before — 

Q Would you have made a statement like that? I 
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know you say you don’t reraeiaber it, but would you have 
made a statement like that if you had not reached a 
conclusion? 

A Ye?, I think 30 . we are not interested in 

anything we know nothing about and until we find out 
something more about it and have a chance to talk to the 
proper counocl, we are certainly not qoinc to show anv 
interest in it, 

Q In i you had your board of directors meeting 

on the Saturday — do you remember it — January 25? 

A Correct. 
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Q 

And is it a fact that 

‘ it 

with Gruiumai? 

4 f 
!| 

A 

I'm not sure whether 

!• 

*. 

i, 

• 

Q 

With Mr. Evans? 

° | 

» 

_ ! 

A 

I do n 't remember the - 


| :-n my sequence, but I know it was right ii that weekend 

‘i j 

j area, but just exactly when, I don't know. 

■* 1 

Q Well, it is a fact, isn't it, that before the board 

» I 

° Jire ctors of Piper even met, you had decided that Chris- 

I 

Craft wasn’t for you? 

) 

A We were certainly decided against it until we knew 

I 

more about it. Up until this point we hrdn't been able to 
^ea^-n anything about their intentions, and I think, as I 
brought out before, thatone of the main reasons for a six- 
onchs or a period of time for study with Grunwan was to 
determine if a merger was going to be beneficial to either 
j company, and I think this is the way you try to work out a 
rtenjar. You don't wait until somebody sandbags you and 

t 

j -•ay, ^e 3 , I think this is a good idea." You sit down and 
f in a businesslike way you try to determine whether or not a 

i 

jj UQ3: * J3r is to be in the best interests of both com- 

! 

nan. * 3 . 

ii 

|j 3 i)iri i,ou se<2 the Gzui.nr.an press relfa.se before it 

went out? 


1 • ' I'" 1 i • I » .1 *f? (fi'l'l ~ . (• 
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A I don’t remember it, but I should think that I 
certainly must have seen it. 

Q Were you aware — if I show It to you, does that 
refresh your recollection? 

MR. PENNOYER: Your Hcnor, objection. Refresh 
his recollection as to what? 

MR. LIMAN: As to whether he saw It at the time. 

THE COURT: Whac finding is that? 

MR. ACKELL: 37. 

A Yes. I recall at least discussing these various 
paragraphs. Whether I actually saw the release before it. 
went out — it wen out of our New York office, X think. 

Q Is it a fact that you also sent tka release to 

your shareholders? 

MR. LIMAN: It is Finding 38. 

A Yes. 

Q But in any evenc, were you aware that your press 
release did not say that the Grumman merger was conditional 
on an agreement between you? 

A I think I said in that release that we had a six- 
month pariod of time to study the merger. 

'The agreement is subject to approval by the 
various hoards of directors, both of who.a ere scheduled 
to naet to consider the transaction." 
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It says here that the purchase provides on 
opportunity for Grumman and Piper to study the feasibility 
and advantages of a possible combination. It doesn't say 
that there is definitely a combination. 

Q Did you ever put out a release on the Gruirman 
transaction in which you 3aid that Grumman has the right 
to put the shares back in the event the combination does 
not go through? 

MR. PENNOYER: Objection. 

A I don't think that's necessary. Our counsel, 
legal counsel, and First Boston as financial counsel first 
drafted this type of material, and if they didn't think it 
was necessary, it's not up to me to say what's necessary end 

what isnit. 

Q Do you remember, Mr. Piper, at page 93 of your 
Pennsylvania deposition, on April 16, 19G9, being asked 
those cpestions about the letter I have just shown you on 
your January 27th letter: 

"Q In the second paragraph there is a statement, 

'Your board of directors has carefully studied this offer.* 
What study did the board of directors make of the option? 

h T-/e have copies of Chris-Craf ;'s advertisements 
whi**n appeared in the newspapers and h9d gone down over the 
ofr< r, A. fa:.* as I know, we had discussed the pertinent 


i. 

ii 

I' 
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parts of it. 


"Q Wore you finished? 


■A Yes. 

*■0 So that the careful study that you referred to 
in your letter was a careful review of the terms of the 
offer itself? 

"A Correct." 

A I think there is a confusion here, because I was 
talking about the Crunman — 

MR. PENNOYER: Your Honor, I think the deposition 
testimony is confused and meaningless in referring to the 
January 27th Chris-Craft letter. I think there is some 
confusion with Grumman. 

THE WITNESS: We were just talking about the Grunwa 
letter here a minute ago, and you s—arfced to quote now from 
our January 27th press release. 

Q 1 should have read a little earlier: 

"Q Did you see a copy of the letter before it was 

sent out, the letter,referring to the January 27th letter, 
and not the Grumman letter." 

A The Grumman letter is now a thing cf the past. 

0 Sc is this. But referring to your January’ 27th 
letter; 

"A I clc t know that I saw a ropy. T certainly was 
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aware of tho information in it and discussed ttte paragraphs. 

"Q The letter is dated January 27th. Do you know 
in fact when it was mailed? 

A No, hut I would say that acme vent out on the 27th 
and some went out on the 28th. Probably moat of them on 

the 28tli. I don't know. 

■Q Were they mailed from New York? 

"A Yes." 

And then it contains the paragraph that I read to 
you before and which you can look at here. That begins, 

"In the second paragraph there is a statement." 

A I think that we did carefully study it. I can't 
see any dispute with that. Vie have not only as officers 
but from cur financial cc-msel and our legal cc *el as 
well. In fact, most of the study and most of the analysis 
of a release or of a tender offer wouldkavo to camo from 
First Boston and from the lagal people, because thi3 is 
their language and not ours. 

Q In fact. Mr. Piper, were you relying on First 
Boston to reach your conclusion as to whether $65 a share 
waE a fair price for the 3tock? 

A 7re you talking about now, Chris-Craft or — 

Q Chris.-Craft. 

A 3 don't know v.iiat "fair price' meins. 
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!R * -"ENNOYER: Objection, your Honor. This is 


not — 


THE -OURT: The witness lias answered, I think 

i 

this v/hole field is very argumentative here. 

THE WITNESS: I’m sorry. ,-Jhat is next? 

, JIE C0URT: You have answered it. Wait for another, 

question. 

Q Were you told before this latter wen; cut by *tr. 
Hiller of First Boston that he considered $65 a share to be 

a good price for a tendering shareholder to get for his Piper 
stock? 

A I don’t recall that Paul Miller or anyone else 
at First boston ever said that $65 was a good price. The 
letter, ar I recall it, has to do with a — what's the 
wording in the letcer, that they ~ it doesn’t - it doesn’t 
reier to a fair price or an adequate price. It's a 

I 

Q . .. -'.ye, "The offer is inadequate." 

A ,»e *.elt. the of ter was inadequate, and I don’t 
recv..l that in regard to an inadequate offer that anybody j 
at F rst boston ever referred to $65 particularly as uaing j 
a cc d price or a medium price or any other price. 

•1 Didn't you ask then;? 

I che-t w*cel3 that I personally iio., but I am 
8iU Ut VG tl-e ptice, und vc ha*e also discussed 1 
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all the other offers in the letter or che clauses which 
Chris-Craft was going to make in its offer to the Piper 
shareholders. 

Q Are you saying, Mr. Piper, that the statement 
in this letter that the board "is convinced that it is 


inadequate" — "it" being theChris-Craft tender offer — 
was not based on price? 

A The price is only one portion of che whole offer. 

The offer has to do with an exchange of cash for Piper stock, 
and vre felt the whole offer wa3 inadequate, not orly because 
the possibility of the price was low but it was not in the 
best interests of the stocknolders. 

Q Did you ever ask Chri3-Craft at this meeting that 
you attended with Mr. Pool and Mr. Miller to increase the 
offer from 300,OCO shares co more? 


A No. I don't think the quantity of stock to be 

tendered came up, 

Q If 1 show you testimony which is in evidence from 
Mr. Miller, e.t page 6?) of his record, line 8 — and I will 
ask you to read '.t to yourself, lines 8 to 15 — would you 
tell rre whothe hat refreshes your recollection as to 

vhetutr Mr. r to'.d you that £-.65 a share was a fair 


orrear 
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talking about price and then sometime talking about offer. 

I think the testimony has dealt with price on one hand and 
offer on Hie other hand, and now you are asking the witness 

to go back over Mr. Miller's testimony, which had to do 
with price and not offer. 

I think we have had enough of that. I understand 
exactly what the witness is contending, and 1 understand 
exactly what you are contending. Nothing is gained by 
just repeating this whole area. 

MR. LIMAN: I am just asking — 

THE COURT: He is saying that -offer" means one 
thing, and you say that -price- mean, somethin, to you. 

MR. LIMAN: I was just asking him whether this 
refreshes his recollection that he was told somethin, about 
price. That is the only question, your Honor. 

THE COURT: All right. 

(To witness) Do you remember? 

THE WITNESS: I don't remember Mr. Miller saying 
this. I know it is in his testimony, but I don't recall. 

I don't remember him saying that. 

Q .low, Mr. Piper, how many shares of Piper Aircraft 
Corporation did yj, tender to Bangor Punta Corporation? 

A Everythin, I o-ped, which was appiMinutely 
39,(00 shares. 
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Q And in reporting that transaction on your tax re¬ 
turn, did you use the value that First Boston set forth in 
its letter to you? 

MR. PENNOYER: Objection. 

THE COURT: Sustained. 

MR. LIMAN: I would put on the record what my 

next question would be, your Honor, in light of the ruling —j 

I 

THE COURT: You can put all the questions you want.' 
You are not estopped from putting questions. 

Q Were you prepared, Mr. Piper, to rely on the First 
Boston letter of valuation to you in reporting this trans¬ 
action on your tax returns? 

MR. PENNOYER: Objection. 

THE COURT: Same ruling. 

MR. LIMAN: May I have one moment, your Honor, 
to check my papers? 

No further questions, your Honor. 

THE COURT: Any cross-examination? 

MR. PENNOYER: No questions. 

MR. RYAN: No questions. 

MR. ARNING: No questions, your Honor. 

I 

THE COURT: Ho further questions. 

You are excused. 

(Witness excused.) 
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?IR. RYAN:' We have Mr. Salgo available,, your J 


Honor. . 


THE COURT: Vary well 


... :. :• *; •>. . ' 

' . -» ;v A \ * ■ ■; 1 VjA >\" 

• . ’'•.•* ‘ - * • - 4S .. 
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NIC O L A S \ fl. Salgo, called as a witness'on >* 

• " •' " 'i- ■■■' v* 

behalf of the defendant, being first duly •worn; 

.. • i * **V «. . * 

tettified as follows: . '* 

../* J ‘A* 0 * m ' 

THE CLERK: What is.your address? 

•THE WITNESS: 4 Eest 72nd Street, Now York. 

DIRECT EXAMINATION 
BY MR. RYAN: 

Q Mr. Salgo, will you please relate to your business 
experience to the present time? 

A I started working in Hungary in 1933. 

MU. LIMAN: I am sorry. Could you speak up. Hr. 


S&igo? 


{Answer read.) 

A (Continuing) In the food butineos, export sales. 
Moved to Switzerland in 193S, became partner of a wholesale 
distribution company. I came to the United States in 1948, 
had several business enterprises in which I was employed. 

The major was Webb r< Knapp in 1949; Norbude Corporation from 
1S54 on; my own, Nicholas Salgo t Company, in 1959, and 
Puni:a Allegra, now Bangor Punta Corporation, from 1960 on. 

G And what is your present position with the Bangor 
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Punta Corporation? - , 

0 

A 

Q Now, fir. Sal go, I am going to direct your attention 

. • . . • 

to early l!ay, 1969. ' During that period of time, did you i ^ 

< *£.v 1 . 


I am chairman of the board. ?■.’ • 

•r i r \ tw* ‘;; • ? * V*. 


»vT'v 


have any conversations with any person or official affiliated 

.» r» “. ’ 'tX i 

with ISX Corporation?. 


‘K* 


> ./ 


\ . 


V * 'V 7 -" >•*-■ 

^ 1 , . 

,i ); .✓4.’ v ' 




A Yes; I did. 

• % 

Q Do you recall approximately when you had such a , 
meeting? ' ‘ > ; *« 


A In the early days of May, probably around the 
4th or 5th of May, in San Francisco. 

Q Was this one meeting or a series of meetings? 

A I think I spent a day and a half in San Francisco, 

and I think we had at least two meetings. 

Q Well, to the extent possible, could you please 
tell U3 the substance of the conversations you had at your 
first meeting and also the persons present, to the best of 
your recollection? 


MR. KUSHNER: Objection, your Honor, on the 

grounds of relevancy. 

THE COURT: Overruled. 

A My main interlocutor there was Mr. George — 
no, pardon me — Robert Brown. Some of his associates 
joined us from time to time. I can recall the name of 
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* ’ * *• » ' 

Robert Morey,but I don't think 1 could recall any other' 

* * -V. - ./'V 

names. Most of my time I spent with Mr. Brown.- The' * 

K ,'.” v "ii. ‘ 

main subject of my visit was a then outstanding agreement4 

. 

between isi and a prospective seller of the company Bangor 

* £ 7 * 

had a contractual agreement to purchase. This agreement r 

•' **-i, 

provided for ISI to buy from thesjllers a lai je amount of * 

• • , • '■ - •. .• 

r.angor securities for investment, and the reason for mv ’• 
visit was to explain them the delays, the expectations ■ 
of this transaction, to make uure that they, stand by their 

** • • -4 - ; 

agreement. •• 

•4 ■ • , » 

In the course of tnese discussions, which were 
.alter runted with lunch and other matters, they asked me, 
and I gave them a rather detailed rundown of the corporate 
developments in the last slk months, in effect, since our 

• 

last annual meeting. 

Q And do you recall, to the best of your recol- • 

lection, the substance of these discussions that you had 
with Mr. Brown? 

A It encompassed the review of our, what we call 
continuous and main operations, indication of our long- 
range naans with some other corporations which we were 
less enchanted with, and I also discussed with them, told 

them about the offond-on discussions we had in connection 
with Piper. 
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Q By the way, do you know what position Mr. Brown, 
had with 1SI Corporation? 

A 


v V - . 

■■■ '■ >' ■ r- ? 


/ V 


I wouldn't recall the title, but it was equivalent 

to general manager. . 

* • ..‘A* 


' r v * ’ H 




Q Now, could you continue on with what you told Mr. 

* y •'r ' 

Brown concerning Piper Aircraft Corporation? * 

* * <rV -j 

A Essentially, I think I asked more questions than • 

" «* J ; 

» y '» i • 

I made statements, Mr. Brown is a very versed man in 


investment and in many industries and corporations through ’ 


his investment practices, and I-q utiaLiunutt his opinion 


r-: V . 


, •. *. 


about generally the aviation business. Piper's particular 


position in the industry, and, of course, I indicated to 


him the reason of our interest and the fact that there are 
discussions going on with the Piper family and the Piper 
Corporation. 

4 v # * 

. . * * • • ** \ 

Q And could you describe for us what you told him 
concerning these discussions going on at that time? 


• *: • /’ 


A I mentioned to him that these discussions were 
kind of in a peculiar way initiated Vay back but never came 
to fruition, that late in April there were again some, 
but at that time it looked to me that wo are far away from 
any imraadiate conclusion, one way or another. 

Q Did you discuss with him anything further, to 

your recollection, concerning Piper? 
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• • * A . 

A I wish you could be more specific, because. 


.• <i- - ' "i <•'. 

frankly, x don't recall every detail. ' .■ , : A 

Q Did you have any conversations with fir. Smith ' 

i, ^ .. y ’ * ^ 

at which Mr. Morey was present? 

V % 

■ A rir. Smith? i * 

• * Sr ■'* 

Q Excuse me. Mr. Brown. 

A Oh, I’m sorry, fir. Brown. — at which Mr. ' 
Morey was present? Yes. Mr. Morey was called in.'-VH^ 

t ^" r • 

He seemed to be the person more versed in the quostion of . 

’ V . 

how the market would react, how many shares we could acquire 
or not acquire, under what conditions. .* . « ■; 

Q And when you were talking with fir. Morey, were you 
discussing making atender offer for Piper shares? 

flR. LIMAN: Objection to the leading. 

THE COURT; Yes. Sustained. 

{To witness) What was the subject matter of the 
discussions with Mr. Morey? 

THE WITNESS: It was really with Mr. Brown, your 
Honor. Mr. Morey was called in by fir. Brown more or less 
aa specialist, to help him formulate his own ideas or his 

own answers, and - what I tried to come to, to get a feel, 

what wer> our chances to gain a substar,tial number of Piper 
shares if we do one way, if we do another way, whether 
wa coma with a cash tender, whether we come with a securities 

SOUTHERN DiSTRICT COURT REPORTERS 
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tender. Are we — do we have any chances at that point .of 
the game, where Chris-Craft itself had a very substantial 
position? 

Q Do you recall anything further that you discussed 
with Mr. Brown at that time concerning Piper? 

* * v • «• 

ti The thing remaining in my mind is that it vao 
their opinion that only a firm position of Bangor would . 
have any chance i-o be successful, and that pretty well 
confirmed our maybe instinctive or logical stand which we 
had 'way back, that unless we have a firm agreement with * 
the Piper family we shouldn't get involved. 

o Do you recall anything further? • .<■ .. 

fi. No. Not anything specific. * *' > 

MR. RYAN: Your Honor, I have no further ques-. 

• . \ •% * ** •j' • • 

tions of Mr. Salgo. The balance of his testimony would be 

• ’ • •% • . • * /.4 * ! / r ; 

cumulative. Mr. Plick and Mr. Wallace testified concerning 

• i • • ' 

# • / 

matters which aro relevant both as far as Chris-Craft is 
concerned and the SEC, and I have no objection to cross- 
examination in any area. 

THE COURT: Does anybody want to cross-examine Mr. 


Salgo? 


MR. KUSHNER: Your Honor, may T have a few moments. 


please, to consider that matter? 


THE COURT: 


Why don't you tithink about 
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that while Mr. Liman goes ahead? -> : ■ 

CROSS EXAMINATION ,. . 

• ■*. V- * , 

b*mr. wt«N: . <£?■ 

* r • ^ .1: ‘.K -•• '* - ' •* • 

o Mr. 8.1V,. yourocall that I examined yotf at . ' 
deposition on January 5, 1970, la that correct? 

A I assume your date Is correct. r remember the 
examination. 

*■ . •. 

, ; • 

0 I will show it to you. 

THE COURT: Do you have a copy? - 

60 a^ead, Mr. Liman. > ' 

• 8 .* # 

(Continuing) Mr. Salso, I don't recall whether 

Mr* Ryan brought it out, but /ou ara , , 

/ou are a lawyer, admitted to 

the Bar in Hungary? - • . 


A I was never admitted to the Bar. 


But you — 


• • vi/ ./. ‘ 


A I Studied law, and x got a degree, correct. vV 
o And you have followed the proceeding, m this case 
the motion for preliminary injunction, the appeal to the 
Court of Apppals; am X correct? I H > 


Ves, in my own way I did. 


* : * * * 

• & ’ ■ 

■ V '- ‘ 

-V .'£• ■ 

: ‘.v?. • • 


English common law? 


the COURT, Does Hungarian practice follow the * 


• * 

THE WITNESS: No Th 4 a 

It is more related to the German 

the COURT: To the German? 

\ 
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i'r - 

'W.' V. - 

v . 

*» — —* «?• % - 


Q And,Mr. Salgo, you were aware on January 5, 1970^ ; 
when Z examined you, that one of the issues in thlft lawsuit 

*»■’*/ w *» "*• t' 

involved the purchase by Danger Punta of Piper stock from 
Bay Securities; is that correct? > 

A Yes. I assume yes. 

Q And do you recall being asked these questions and 
giving these answers, at page 135: 

"0 Do you know any of the principals at Bay Securities! 
Company? 

"A. No. I met one of their executives. I may have 

met some others since. .. 

• *\ 

v ‘. A 

"Q Who are the executives you have met? •' / 

0* * • 

# V , . 

"A Robert Morey, I think. /' 

"Q Have you met him before the purchase of the block 

of stock by Bangor Punta? '.r - ' * 

• - • * •* \'" . *" 

* ’ > # 

"A I may have met him before. 

, • ' • ■ , i ■ , 

#* :* , 

* • . 1 . 

"Q Did you have any discussions with Bay Securities? 


'A Not with Bay Securities. 
*Q With Morey? 


S'* \. »* v /»•' 


* , ■ ' 9~~ - 


I may hae, but I can't recall any specific dia- 


cue3ior. at the present time. 


Do you remember giving those answers? 
You recall them, so it must bo correct. 
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And at that time was it true that you didn't have 


- - 


any specific recollection of your conversations with fir; 
Morey? . : ■ j • 

V ‘ * : i( • 

• ' ■ 

A That — pardon me. You were talking about — 
all your questions were about Bay Securities; correct? 


Q Right. 

THE COURT: That is what he is talking about now 
too. There hasn't been any ch ge in that. 

THE WITNESS: I was Iking about ISI. 


THE COURT: Yes. Y. were talking about something 
else. Mr. Liman has not indicated that he is talking to you 
about anything beyond Bay Securities. 

THE WITNESS: Right. 

0 Wasn’t Mr. Morey from Bay Securities? 

A I understand today that there is a difference 

between ISI and Bay Securities, and I may have heard that, 

*> • 

but frankly I never had-o do any business with Bay Securities p 
so tor me Bay Securities was a pretty unknown entity until 
this information developed. * * * 

Q Hr. Salgo, on the examination of Mr. Ryan, you \ 
testified that in the course of speaking to Mr. Brown of 7 

ISI Mr. Morey came in; can I correct? ' • 7 •• ; ' 

* .*• * • 

♦ • y 

A Correct. •' . ff, 

• t • .... /- 

0 And is that the same Mr. Morey whom you identified 
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P#9e 135 ° f your de,p °° ltl °“' -'-ich i Juat ^ to 

you? 

• ' • L ‘ * fc ► 

* I'm pretty sure he is the ,a«e. fj t - , 

0 And wee It true. then, th.t on denu^y 5 , 

you had no recollection 

a specific discussion with Mr 

Morey? 

A It is true. 
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Q So that you ha/e refreshed your recollection 


f • 


since that tine? 


A Yes. 

* d* 

Q And have you had occasion to read the testimony 
of Mr. Morey which was given after January 5, 1870? 


A NO* 


Q Were you told about it? 

A Frankly I don't recollect. I may have been* 
but l don't think so. 

Q Did uomabody tell you that Mr. Morey had testi¬ 
fied at his deposition that you told him that you were 

interested in Piper and that he then began buying Piper 
stock? 

MA. RYANi Objection, your Honor. That is not 
the testimony. 


THE COURT* I will allow the question on the 
representation of counsel that he is fairly stating what 
this testimony, sic. 

T / 

If it isn't so, you can move to strike that 
out. V- v 

MR. LIMAN* I would rather show him what Mr. 
Morey's testimony is in the book, your Honor. f . 

C I show you finding 80 and I will ask you to read 

f * 

it and than I will ask you to/look at 39. 

_ I 

SOUTHERN DISTRICT CCliRT REPORTERS 
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-• - . „ «* 
« * . . 

. ; '» •. 


» • 

\» * * / 


> -■ 
r. 


Were you shown those findings before, Mr. 


A No, sir. 

Q This is not what refreshed your recollection? 

A No. 

Q You testified that in meeting with Mr. Brown 
you reviewed your operations, your long-range plans, 
and 30 on. 


Do you remember what you said about your long- 
range plans? 

A 1 have no direct, vivid recollection, so X 
would be reconstituting whatever X am telling you now, 

BO — 

Q It would not be actual recollection? 

A It would (be^^ecollection of what I at Jthat 
time told — 

Q Is the testimony you gave concerning Piper 
reconstruction or actual recollection? 

A It is actual recollection because it followed 

a certain pattern which was at that time toy objective 
of my visit. 

Q I don't understand what you mean when you Bay 

SOUTHERN DISTRICT COURT REPORTERS 
IXith> States Court House 
square,my* MY. two ? t&bpmn* 
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— a certain pattern. . ? ; .T* 

A x went for a certain purpose, and 
mailed I )»<, cover certain subject,. H I r „emb«.d 
”* subjects but I can't, two year, later, recaU you 
exactly the details on each subject. ' ‘ 

If you want to be more specific, i think you 
''ill refresh my memory and I can anawer you. 

Q I wasn't there, Mr. salgo — 

THE COURT, p lea . a . Next qu „ tlon- 

0 you said, Mr. Salgo, in discussing these long- 
range plans with Mr. Brown that you discussed, z thin* j 

you said, -corporations which we were i.. s than enchant., 
with"? j 

i I 

A Operations. j 

Q Operations we were leas . w. ! 

we Aea8 enchanted with"? 

A Yes. j 

o Do you recall which operations you mentioned a. 
being less tn*n enchanted with? I 

A y ea . , a ware less than enchanted with our 
Whol^ textile group for a while, and particularly at this J 
point, and i explained our position and as a cons.gu.nce 
Of this, later on, several months later, they expressed 
interest to help us to spin it of , or . . separate from 
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Q . Were there any other operations which you were % 
less than enchanted with which you discussed- 

,-r.i V sirr-V:;:* . 


’ > • I .• ’"' V'-Vs-'•«' i*:Sv. • 

itor «y ? • • 

• * ‘ I. V - O- ~ 

A Z have no recollection, but probably we did **£/. 

9 . ■* '• -f 

.. S 

discuss the railroad, but that would be a reconstruction 
because that was another operation which at that time it 
was on our mind that we have to think about it. 

Q At the time that you spoke to Mr. Morey were 
you aware there were various drafts of agreements with 
the Piper family in existence? 

A l can't even tell you now whether I knew — or 
whether now I knew that on May 4th there was a draft of 
agreement or not. 

Q Were you keeping in communication with your 
office in New York on the progress of the negotiations 
with the Pipers? 

A Yes, on the discussions, definitely yes, and 
the negotiations, but I cannot recall whether at that 
time there were draft,and if there were draft, whether I 
knew about them. 

Q Had you been told at this time that as part of 
an agreement with the Pipers you would make an offer to 
tbe public of securities to be valued at $80? 

A Mr. Liman, I cannot put an exact dateline on 

SOUTHERN fSSTOCT CDW REPORTERS 
UltTGD SVATES COURT H0US5 
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it. Whan we dropped the option for purchase plus tender 

•• • 4 V*V4f- *■ CJ 

position; it was around this period, but I am in no .‘ : K V ^. 

position to assert you by date. ’ r > • 

. ’* • . .. * Vt-*'??'#'- :£+%' r» 

Q Had you been giving any instructions to the 

* • % * * * ' ► y 

office in New York with respect to this negotiation? ' ^ 

• r * / 

* * , *• ‘ • j* 

A Whether Z have been giving instructions? 

Q Yea. 

A What kind of instructions? 

Q Were you telling the office how they should 

negotiate this ~ Mr. Wallace, Mr. Flick? 

A I can't .answer either yes or ho because that 
isn't the way we operate. 

Q How do you operate? 1 ^ 

A Wa discuss matters and after listening to each 

other's argument, decide tha next step and when new 
information, new input come, if we feel, or whoever does 
the active role feels that he has to keep the other 
infornod and ask questions, then we again discuss. 

Q Had you told Mr. Wallace that you did not want 
to give tha Pipers the $80 package unless you got control? 
Had ycv discussed that with Mr. Wallace while you were out 
of tcwi; 

A I am positive that we discussed that. 

Q Did you discuss with him that the main reason for 

SGUTHSiB* transfer cyjj*T RcPO^tsrs 
United hv*.* e?. Ccy» r i-iuuse 

?VKJf/ SSiUAiiti, KY, KY. HJM* 7*L=PH0 «i a*«TlAMD '/-45B3 




Q 





ra J- 6 Salgo-cross 2156 4* *, 

requiring over 50 per cent before you gave the Piper* this. 

• . . ' * • * ’ v *; . i- V.’ r 

1 j >. .V- , *#r^ "i 

package was to assure absolute cooperation on tbeir side ,'*‘ 
-in our efforts-? . . * JV ~ - v£>Vtf 

A Yea, that's corract.'. * ~ «‘~Jv*£ 

Q Zs this in fact what happened? - X will read yot 

/ -'Vj-: .... *•' 

frora page 113 of your deposition: \v 

■ ’>'• ' *. * *,ff 

.. 1 » ' ■ 

"Q Mr. Salgo, did you discuss with Mr. Wallace or 
anyone else at Bangor Punfca why you wore not willing to 
give the Piper family the $00 package if you did not 
obtain control of Piper? 

"A The main reason was to assure absolute co¬ 
operation on their side in our efforts, so we to 
keep more* or leas a bonus above their notes." 

J 

A That is perfectly correct. 

MR. LIMAN: There is one more question X wanted 

to ark the witness, your Honor, and I can't find it in 
my nctas. 


If Mr. Kuehner, your Honor, is ready to go on, 
perhaps he could proceed and than I will put these one or 
two last questions to him, your Honor. 


MR. KUSHNER: I 


, your Honor 


exporters 



rmrl 
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CROSS-EXAMINATION ' . 4 ‘ 

•’ % • 'A\ £•>' 

‘ •* , ' '• - VV; :,v " 

BY MR. XUSHNBR* ». , > V v 'r •~ ’ 

Q Mr. Salgo, did you have any personal objection? 0 

*- « ’i** * •••• . v . . * 


again.t Mr. Dugina purchasing the Bangor and Aroostook ' 


Railroad? 


None whatever. 




Q For the sake of convenience, r will refer to . 
that company as the railroad from now on, so you will 

understand. • v 

• * ' \ * \ ’*■ * 

DO you recall attending a directors meeting 
of Bangor Punta Corporation on September 9, 1969 ? 

A Yes. 

C Do you recall that at that meeting the 
directors authorized the sale of either the assets 
or the stock of the railroad for $5 million? 

A I do. 

Q Did you argue at that meeting that the assets 
of the railroad md not its stock should he sold? 

A Yoc. 

Q And you were unsuccessful in your argument? 

A I would not .sav so. 

Q Did the board authorize the resolution? 

A it i would have been unsuccessful then the 

rtTi’i .E'ti OISVRirr COURT PfPOfiT&.vi: 

Sr Vi :$ ecu"" I j?Be 

Fo .cva**t,MY.,N.y. s® va-erra*. tr.r u » Ms® 
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board would have authorized the sale of the stock, period. 

Q Tou were satisfied in the resolution as it was 
passed, in other words? . . . ,t 

A X wasn't satisfied but that is the best X could 

get. 


Q Is it correct that you urged a sale of the 
assets on the board at the September 9 meeting because of 
tax benefits you believed Bangor Punta could obtain 
from a sale of assets as opposed to a sale of stock? 

A X urged a complete evaluation of every possible 
methodology, not only sale of assets, but since there seemed 
to be tremendous pressure put up by Mr. Hutchins to get 
through a resolution giving him a free hand — authorisation, 
not free hand, X am sorry — authorization to act, I had 
to settle for the second beat, which at that time in ray 
opinion was the sale of assets. 

Q By that time you are referring to September 

9, 1969? 

A Correct. 

Q What was the first best, in your opinion, at 
that time, namely, September 9, 1969? 


Any other method not involving the sale either 


of the assets or the stock, but a spinoff, a writeoff 

%M .\ilfr ii 
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everybody Is l„ agreement on the point that . new holding 
company should be formed to which we would contribute 
the railroad shares and some or more of these holding 

company shares would be considered for any type of 
distribution•■ 


24, 1969. 


You will see the memorandum is dated April 


A Correct. 

Q What indication did you have as of April 24, 

1969 that everyone was in agreement with this idea? 

A The previous board meeting seemingly v - 

received my ideas and my suggestion, with great enthusiasm 

««d that is why x appointed Mr. Hutchins, on my suggest#, 

and two other gentlemen for a committee to investigate . ‘ 

this idea. . " • ' 

o Isn't it correct that the Hutchins committee ' 
was charged with the responsibility of studying other 
proposals — 

A No, sir. 

Q besides your own? 

* No * 3lr ' not on May 21 .. pardon r , on 

the proposal for the distribution of the railroad . _h a 
shareholders. 


SOU.TSERfc* DISTRICT COURT REPORTERS 
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t 

Q When the Hutchins committee was appointed on 
April X its responsibility was limited to studying plans 

N t 

for distribution of the railroad? 

A You are putting in a negative which Z can't 

/ ► * 

agree to, Zt was not limited, but that was the aim. 
There was no express limitation on it, but that was the 
aim and that was the only then known aim, and Z think Z 
pretty well confirmed it in this sentence which you just 


read. 


Q Do you recall being examined in the course 
of the commissions'8 investigation on June 25, 1970? 

A Z do. 

q Referring to page 30, starting with line 9, 
do you recall giving this tetimony — ’ 

MR. KUSHNBR* Docs your Honor want a copy 

0 e «* 


of this? 


THE COURT* Go ahead. . . 

MR. LIMAN: Your Honor, we will give you 


our copy. 


THE COURT* Go ahead, Mr. Kushner. 


BY MR. KUSHNER: 


"q You indicated that the committee was formed 
to look into the railroad matter. What was he 
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o Mr. Salgo-. let me read to you some more of your ’ 
testimony and as* If you recall giving it. referring to 

page 31* , 

■q there . point of tin. at uhich the epinnin* 

•* f' • > ' 

off of the railroad was discarded? • . 

■A Yea. On October 2nd, when they signed the 

agreement itself. 

■q x am .peaking of the idea’, being discarded 
„„ the other people on the board and not n.o...arily by 

your Belies. 

„ A y wo . in the minority on the committee in e«ly 

September# and to my beat recollection that va. the firat 
and last time I put in my material or my vote. 

- Q you mean a minority of one? - ./ ,* 

. A x wa , in the minority when I knew that it wa. 

usoleaa for me to continue to argue. Whether it. was . 
a minority of one or nine. I can’t tell you, beoa».e I 

didn't ask for a voice vote. 

"q aave you felt that the consensu, had been for 

r * • • e • * '■ , 

* t . • 

this idea also? 


A Mt me say that a vast majority had been against 


my idea. 


Q DO you recall anybody on your side beeides 


yourself? 
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"A I think there were a few that were vacilla«4ng, • 

.: "V> • > f : \. 

r • • , , ' 

but it was evident that X would create more problems than 

achieve results by my continuing to fight, so I tried ; v - 

* * . 

to concentrate from there on on minimum conditions to 
blunt, so to speak, the impact." 

• * * * 4 

Do you recall giving that testimony? 

• * 

A I do. 

% 

Q And it was accurate then and accurate now? 

A ' Accurate then and accurate now. 

Q Do you recall also that the Hutchins committee 

bruched aside your idea of recreating the railroad 

• * ' 1 

into a public holding company almost at the outset? 


A I would say that they more than brushed it 
aside. They never reported on it. To my best knowledge 

they never even considered it. ‘ - V • 

* 

Q Now returning to the meeting of September 9, 
1969 — - •' 

* • # f 

A December 9, 1969? 

* V 1 

Q Yes, sir. We started with your testimony — - 

I ' • »’ •' 

THE COURT: The witness thinksy>u said " 

December. You said September. V 

Q September. 

% 

A I am sorry. I misunderstood. 

Q At that time is it correct that you believed 
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UNITE) STA7 25 COURT HOUSE 

Foifrr SQUARE, N.Y., N.Y. WT37 TELEPHONE: OSSTLAMD J43BD 







Salgo-croas *163 A 1446 
there were aubatantial ter benefit, to be achieved by 

• eale of the aeaete of the railroad ae opposed to a sale 
of its stock? 


MR. RYAN* Your Honor, that question has been 
asked and answered. 


the COURT: All right. He can answer it again. 

MR. KUSHNER: i don't recall that it has been, 

your Honor. 

MR. RYAN: it was the very first question he 

asked. 


THE COURT: i think so but let him answer it 

again, Maybe we will get the same answer. 

A Mr. Kushnor, I so believed, for the last ten 
year8. 

Q And is it also correct that as of September 9, 
1969, tills belief of yours had not been verified by any 
studies yet made? 


A it was not verified to everybody's satisfaction, 
but all the studies made were tending to get nearer and . 


nearer to full verification. 



a 

A 


And when were these studies made? 
They were started as early as 1959. 



- They were 


taken up again in 1964. They war. on my request • 
reinotated in June, 1969, and in September, 1969, finally 
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they were more or lees completed. .. 

Q 24r. Salgo# I show you Exhibit 63# which is a >- 

• •- •• ' 

copy o t a memorandum dated September 4, 1969, from Hr. ' 

Raames to you# and Z ask you if you recall reading that ^ 
memorandom sometime prior to September 9# 1969.;. 

A Z am definitely recalling having read this. 


of this? 


MR. KUSHNER: Does your Honor wish to see a copy 


THE COURTS Ho. 


(Recess taken during which another matter was 


heard.) 


BY MR. IOJSHNER: 


Mr. Salgo# have you had a chance to read 


Exhibit 63?. 


I didn't go into detail. Do you want 


me to read it all through? 

t , 

Q No. Do you recall whether you read this 
memorandum dated September 4# 1969? 


I am sure X did. 




Prior to September 9, 1969? .• •• } 

. ? * I ■ r ^ } ‘ - • .. ' *' 

Yes, sir. ' X ... 

How referring to the second page of Exhibit 63# 


the memorandum states: 


’ .. • *V ;*>,< 1.*: , v.'- 

• -viv. *..w* 
- A . r s'*- 

" '■*> 

\ .* ' > ‘ A ‘ 'l * L - 

KB'AVmt ‘ f' • "»&. 


UVWESN ^STRICT COURT REF^TB?5 • : 
lfe«T6D STA122.GROT H3US5 ’ ; 

f OLgr SjAUvr., KX, NX rjOT Tele. ;j w»e- GOstmhd 74900 \ 


L 





Salgo-cross 


pj-5 


2165 A* 


Under -Proposal to Sell Assets,* it says.:' ' 


‘ if 


v . *, - 

•Since we ere unable to determine the basis 'v' 




of the right of way, it is not possible to 
estimate the amount of gain or loss to be 
realised on the sale of all the assets. We do * 
know, however, that we would realise approximately 
4.2 million dollars gain on the sale cf the rolling 

stock and recapture approximately 1.2 million 

/ 

dollars in investment tax credit." 

Do you recall whether this state of knowledge 
changed prior to the board of directors meeting of 
September 8, 1969? 

A Would you repeat the question? 


v• 


the COURT: He wants to know whether the 
information to the board of directors changed by 
September 9, 1969. 

THE WITNESS: I don't think that it did, Mr. 

Kushner« 


Q Can you tell the Court the reasons that the 

board acted on September 9th without awaiting the results 

of the tax studies that were being conducted about the 
railroad assets? •"* . J 


I must admit the board faced a difficult decision. 
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because this memorandum and any other written by a ’ 

• , . f' £ 

« y**- v » *, v 

conscientious person recited the easily known figures 

■ ' ' **'■*'$'« ;■ 

and put in zero for the figures whichware difficulty ... 

t . j 

completed and long-range to unearth, because we had to , , 

v' v . •'•* • . # ■* 

go bade to 1913. 

yV". 

X, from previous investigations, but which 

could not be laid black on white as easily as you could 

determine the present rolling stock over depreciation or 

at present the last few years' investment credit — X 

personally and most of my associates were convinced that we 

are looking at something in the neighborhood of easily . 

1A tilted 

between $20 million to $35^1oss, but it needed time to 
be able to put it as exactly Axand as absolutely on a 
piece of paper. .. ,• 

Hr. Hutchins put up a tremendous — excuse the 

. t *, 

expression — effort to railroad ttt through, : saying, 
don't know anything really about the pasthistory. 

He know the present figures and we have an offer. Xt's 

cash. All other ideas are financial ideas. We know 

• >'* *• * . * 

Mr. Oumaine has the money. I am perfectly satisfied 

* •' *s , 

that he will close if we agree to close." . •„ . ^ 

, 1 ,» .<• 

*■ »• 

I had a very difficult time to sustain my point 


of view. It was too late to try still to come back to »> 


* - 


spinoff idea, because at that time you realise we are now ’ 

r,;‘ ' - * 
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We are in Piper. We have ChrU-Craft 

minority ow»«. — ~ ■»<» «»t - **» 

l* we want to complete our aequieitlon. . . • 

you may also recall 1 mentioned that in the r ^ 

absence of a willing third party, the^inoff was un¬ 
questionably the only thing to do. 

;4r . Hutchins proved that the absence of a 
third party is not any more true, so the best I could do 
at that time waa to promise my board tfcat X will do now 
everything to get a real study finished up, get the 
figures together and ask that any sales resolution, if they 
want to sell it, which they evidently were — I could 
see that from the questions and from the remark. - should 
contain an alternative, and if the alternative, axe as 
I expedted, that we should do everything possible to sell 
aad not stock. 

q Mr. salgo, who requested that the railroad be 
placed on the board agenda for the meeting of September 


9th? 


A I really wouldn't recall it. 


Q HOW does an item as of this period of 1969 
get placed on the agenda of the board of director.? 

A Well, by normally by management, but sometimes 

u 

SOUTHERN DISTRICT QraflTT REPORTERS : 
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' • V r ,, 1( ... • •• •" fy':. . '>■ V^V*' v ' '• 

it committee chairman con. to th. eecretary ,and .. 

that their report or their agenda ahoold be pieced .wn-v..'. 

- . . *. - IT*,* • /' •’ 

• ' jV • . 

M V' *:l j , 

it. •’ :•. 

q And if it it a committee chairman coming, doe* 

management have to agree before the item i. Placed on the 
agenda? 

A No. He is entitled to it. 

q Pardon, air? 

A He is entitled to it. 

q Oh, he is entitled to it? I 

A Sure. 

q And do you recall, by the way* that this 
meeting of September 9, 1969, wao originally echeduled 
as a meeting of the executive committee and that the large 
turnout of director, turned the meeting into a directors 


meeting? 


I didn't recall it, Mr. Kushner, but now that 


you cay it I think yea are right. 

Q Let me show you Exhibit 61 and ask you if that 

refreshes your recollection. 

A Yes. It is probably correct. 

q do you knew what was responsible for the large 
turnout of directors? 
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A Z would be guessing. 


Q You didn't ask any directors to come to that 
meeting, did you? 


* . c *• 


A No. We never aek. We have a very simple method-* 


’# . • * t 


ology: All our directors are invited to all meetings, 

both board and executive committee. 


4 * 
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Q Pine. And you testified it was resumed in 
June? • 

> ( ^ " 
. » ’ * * * ■» * 

A X reinstated it in June and then personally 

undertake it that it shall be done in September, V'"\ . 

'*> * -• * *' 

Q Did you personally reinstate it in June? 

A Yes, X started it and I assumed that it will 

be done. - • ! 

Q By telling Mr. Flick in June to be sure that 
it would be done? 

A , I would say in June it was more Mr. Hutchins 

I 

bailiwick, because he was at that point the person 
most occupied with the railroad's future. 

Q In June the Hutchins committee was in charge 
of the railroad matter? 

#. The Hutchins committee or, let's put it this 
way: At least Mr. Hutchins personally was very much 

Interested to pursue the matter. 

Q May I have that last part again? 

A To pursue the matter. 

0 Do you recall whether you did tell Mr. Flick 
in June 1939 to bo sure that these tax studies were 
promptly pursued? 

A If I did not do it dirertly, then I am sure 
I aokec Mr. Wallace that it should be done as 

sxrn-jsRK rtsmc? asrr sEForrass 
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promptly as possible. I was aware at that time 
that we had some other things going on. 

Q Did you ever tell Mr. Flick that he need not de¬ 
vote the time of the staff to these studies because the 
railroad would never be sold? 

A Z don't recall these words, but that would 
astonish me that I use these words. 

Q But you might have said the substance without 
the words? 


A No. I may have told him first things come 
first and X want to have ultimately the studies but 
he has to take care of the pressing business. 

Q Is it corre .i, then, that you changed your 
mind in September and at that point you wanted the 
studies promptly pursued or did I not — 

A I didn't change my mind except some other 
people changed their minds which obliged me to change my 
methodolgy. 

Q Mr. Salgo, I have heard the term methodolgy 
a few times; during your testimony. Why don't you explain 
the term so the record will be elesr. 

THE COURT: .Well, you changed i d eaei didn't 


yov? 


***- 
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desire expressed on the board to dispose of the railroad. 

”Q In one way or another? 

"A One way or another and within reason." 

Do you recall that testimony? 

A Yes. 

Q It was accurate when given and accurate now? 

A It is accurate. 

Q Do you also recall that you addressed a meeting 

of the Bangor Punta directors on August 7, 1969 on the 
subject of the railroad? Let me show you Exhibit 47 
for identification and refer you to page 12 and ask you 
iff thet refreshes your memory. 

A Yes, I recall that. It is paragraph 4 on page 


Q Do you recall what youtold the directors 
at that meeting? 

A Yes, that in view of the overall policy to 
turn more and more towards major equipment; recreation 
equipment, we should limit our other activities and 
realize both managerial power and cash by withdrawing from 
some activities which do not have the same long-range 
potential and desirability, and this paragraph, it seems 
to me, is a condensation of this statement. 
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Q Of those remarks of yours. The remarks 
in the minutes referring to achieving real hard 
values for the assets you are going to dispose of include 
the railroad, did they not? 

A Yes • 

Q Were those words, real hard values, your 

words? 

A I guess it is, yes. I may not have used 

exactly the same words, but they probably are a correct 
interpretation of it. 

Q And those words, as you used them, meant 

cash? 

A It may have meant cash or, for instance, 
transfer of a liability of ours with the company we are 
transferring. That is also hard value for the corporation 
Q Let me read your prior testimony, page 78, 

. .a 

starting at line 8: 

’ ; •„ • •• - ’•$ C •> * ;• * 

*Q Could you tell us what is * meant there 
where it says "The corporation should achieve real value 
for these companies"? 

"A Hard value in the business language means 

cash." 

A That * s correct. 
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Q Lot roe go down a few questions, at the bottom 
of the page, starting with line 20s 

"Q I am trying to determine whether you are 

speaking in terms of a merger or sale when speaking of 
a real hard value for these companies. 

"A No, it is meant in the sense of disposition 
through sales for value, not in the corporate unifications 
or otherwise." 

Do you recall that testimony? 

A Yes, I do. 

Q And it is accurate? 

A It is accurate. 

Q At that meeting of August 7 did you tell the 
board how much cash you thought the railroad should 
be disposed of for? 

A No, X don't think we went into it at all, 
because at that point, August 7, I was still convinced 
that the ideal way of disposing of the railroad was to 
transfer some of our liabilities there, which are cash, as 

» > t • 

far ,_s my cash needs are concerned, and spin it out and 
dividend it out. 

Q Transferring the liabilities of the railroad 
to the new holding company was equivalent to cash? 
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.identification in evidence. 

MR. RYAN: i have no objection to either. 

THE COURT: Received. 

1 

(Plaintiff* 3 Exhibits 124 and 125 for identi¬ 
fication received in evidence.) 

° . Mr * Salgo ' Exhibit 125, Mr. Hutchins' reply to you 

of April 14, 1969, states in part: 

"I am glad to accept your suggestion that I chair 
a committee of the board in connection with the relationship 
Of Bangor Funta to its railroad subsidiary - to come up " 
with recommendations for apian of action. i am particularly 

Pleased to work with my co-committeo members, Messrs, siel 
and Stone." 

Did you have occasion to communicate with Hr. 
Hutchins after receiving this memorandum of April 14th from 
his to discuss his concept of the function of his committee? 

A No; I*n't recall, and 1 read it here that I am 
quite fully scheduled until the week of April 28th, and X 
say — at which time he will convene his committee 

0 Do you recall whether prior to the appointment of 
the Hutchins Committee any other committee had been appointed 
by the board of directors of Bangor Punta to study .he 
disposition of the railroad? 

• '% 

A I can't recollect any such committee. 
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Q Do you recall whether prior to the offer of 
$5,000,000 by Dumalne there had been any other offer of^^’' 

- • . - . O.^V' * V* ? v* v ' * 

'T*V ; A 4 '; » J +;~rr'* 4 ‘, 

$5,000,000 or more in cash for the railroad? **<: **"•■•' 

• : •. r . , 

• . '• *.. ; • 

A I don't recollect a $5,000,000 or more cash 

•i 

• * » 

offer, no. 

Q Is it correct that since early April, 1969, you * 
personally were not involved with the problems of studying 
the disposition of the railroad? 

A I wouldn't say that so directly. I continued to 
be preoccupied by that problem, but I was hoping that the 
ideas expounded to the board on the April meeting and trans¬ 
lated to Hr. Hutchins and his committee will bear some fruit 
and some concrete recommendations. 

Q If there were some people interested in the rail¬ 
road, would it have been the function of the Hutchins Com¬ 
mittee to negotiate with them? 

A It could have been. 

Q Do you recall, upon the appointment of the Hutchins 
Committee, giving that committee the lead of a man named 
Coward, turning it over to the committee? 

A I don't recall exactly when, but I recall having 
referred Hr. Coward later on to Hr. Hutchins. 

Q Let me read you your prior testimony on this 
point, page 58, a question by Mr. Von Stunts ; 
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» Exhibit 21, at page 35, and ask you If that refre , has J 
memory in any way: 

*0 When did you become aware that Mr, wieler n , 
constated? 

”A At a meeting In New York at the Bangor Punt, 
offices on June 3rd, a discussion was had with the top 

management of Bangor Punta. Mr. Wallace, Mr. Robertson 
end myself. nosclbiy m< * ^ „ r _ Salgo taiked ^ 

Mr. Wieler. 

Q Was he at the meeting, too? 

No, on the phone, on a conference call, and I 

heard Mr. Wieler •» comments to the general effect as ex- 
pressed in the exhibit. 

"Q What was the purpose of this meeting? 

A On what date did you say? 

"Q On June 3rd. 

•A x think the purpose of the meeting was to discus. 

the effect cn Bangor Punta of the sale of the railroad for 
$5,000,000 in cash." 

Does that help refresh your recollection? ' 
a Just about that is what I can recollect. 

the COORT: We will take a recess now until lo 
o-dock, and I suggest overnight, Mr. Kushner, that you try 
and organise your material in such a way that 1 you sharpen it 
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THE COURT: Just read — 

'Ul. KUSHNET: it is the paragraph which starts: 
"Mr. Hutchins next ccisidered the question of selling the 
railroad and to whom it might be sold". 

TH.* v Jvit'?: Yes. is that the paragraph? I 
THE WITNESS: Yes, it is, your Honor. "Mr. 
Salgo asked whether it would be advisable to offer to Mr. 

Dumaine 51 per cent of the stock of the railroad at book 
value" — 

Frankly, I don't really understand it myself, 
what that means here. 

0 Let me — 

A 1 m afraid that is a typing error or something. 

It just doesn’t make sense. 

t * • 

Q Let me read you your previous testimony in a 
deposition by Chris-Craft and ask you if that testimony 
helps you in any way in this regard. 

A Yes. 

0 It starts on page 160. This is the Chris-Craft 
deposition of January 5, 1970, line 20: 

Q So that at the time that First Boston had last 

looked at the railroad, they had come up with a figure that 
justified the book value? 

”A The carrying value. That is not really of booh. 
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2 

j I have to a3k you to understand, our book is 'way below 

1 

3 

that. 

1 * .* *’ •.. 

1 

4 

"Q How did you get to the carrying value? 

I 

5 

"A Excuse me. i will explain. There am two booka, 

, I 

6 

one much higher. That is a railroad book through con¬ 

1 

7 

solidation to us, something like $36,000,000, and the other 

I 

e 

book, which is our chosen book, so to speak, 'way back in 

' 

1 

9 

59, war. 60 in one of the doldrum periods of the railroad. 

1 

10 

when we took it at the then market value. 

1 

n 

"Q Of 16,000,000? 


12 

"A No. Six million." 

1 

13 

And the answer continues, but up to this point are 

1 

14 , 

you helped? 


15 

A X frankly can't answer you, because I didn't write 

I 

16 

these minuses, but the only logical resemblance would be 


17 

probably this book that you are referring to. In other 


18 

words, book chosen in 1960, the then market value of the 


19 

railroad stock. 


20 

C Which was six million? 


21 

A Yes. 


22 

G Do you recall Mr. Hutchins telling the May 21st 


23 

meeting of the Bangor Punta board that Mr. Dumaine was the 


24 

only logical purchaser for the railroad? 

I 

2 | 

i 

A Yes; I do. 

J. 
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Q you recall on your deposition* at pages ' 

177 to 178 giving these answers to my questions: • ,/ 

"Q At the conclusion of the exchange offer you 
had not attained your 50 per cent, am I correct? 

"A That is correct. 

"Q Why was it that you shut off the exchange 

offer at that point? 

"A You want to know? 

"Q Yes, sir. 

Because I was scared stiff that they would hit 
it. 


Q 

"A 

"Q 


When you say they, you mean Chris-Craft? 

Yes. 

Is it also fair to say that you understood 
that Chr .‘.3-Craft didn't have the six months — when you 
say 'hit it', you mean they would accept it? 

"A Yes. 

”Q And you understood that Chris-Craft didn't 
have the six months on its stock at the time you shut 
off? 

"A We weren't sure about it because we really 
didn't know exactly how they stand on it. 

’Q But you knew that some of / the stock at least 
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tos not within the Bi*-mo„th period? 

. "A • . Yes," * ’■ * 

Do you remember giving those .».,«„? 
A Yes. 



And that was the truth? 
Tes, sir. 


counsel? 


MR. LIHAN: 
MR. RYAN: 
THE COURT: 


No further questions. 

I have no redirect, your Honor 
Any other questions by any 


MR. PENNOYER: 


No questions. 


* **- 


SOUTHED KSTRiCT COURT REPORTED 
... ii'Ih'EB Syates COlkkiV Molkk 

m t£S£S com,*.*. 


1499 










THE COURT: Received. ' 

(Defendant Exhibit AO for identification 
received in evidence.) 


CLIFFORD 


L. FITZGERALD, JR., 


called as a witness on behalf of the defendant, 
being first duly sworn, testified as follows: 

THE CLERK: What is your address? 

THE WITNESS: 60 Broad Street, New York City. 
DIRECT EXAMINATION 
BY MR. RYAN: 

Q Mr. Fitzgerald, by whom are you employed? 

A Drexel Firestone, Inc. 

Q And in what capacity? 

A I am a senior vice-president and head of the 
Corporate Finance Department, chairman of the Corporate 
Commitment Committee and a member of the executive committee 
of that firm. 

Q Mr. Fitzgerald, will you please relate to us your 
education, from college? 

A Yes. I attended Dartmouth College in the years 
1948 to 1952. I entered the Air Force a 3 an aviation cadet 
in 1952, becoming ultimately a first lieutenant and jet 
interceptor pilot, and upon leaving the Air Force in 1956 
I entered Harvard Business School in 1956, graduating 
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| with with distinction in 1958. &183 A 

I 0 And would you now relate to us your employment 

! ba ° k9round since ^vlng Harvard Business School? / 

A VeS ‘ 1 Waa a cours e assistant at Harvard ' 

BU8i ” 93S SCh ° 01 f ° r a d °l"* research i„ the Small 

Business Investment Company Act of 1958. ! joined white. 

«eld in their corporate finance department in 1959. and i„ 
that capacity t„ the years between 1959 to 1964, among other 
things I worked on the Beech account as the ho. 2 man on the 
account and the No. 2 man on the — 

0 When you say the Beech account, what company are 
you referring to? 

A I,H about Beech Aircraft. And also 

WASCO scientific Industries, a principal supplier of 

Avionic Equipment to general aviation purchasers. 

Now, i„ 1964 I joined Harriman Ripley, a predecessor 
Einr. of Droxel, Harriman, Ripley, which bacame Drexol> 

Firestone on January 30, 1971, and i„ that capacity as a 
vice-president I worked on financings that included the sum 
total of some 8410,000.000 for the Boeing company in 1966 
as a co-manager, and also two financings involving United 
Aircraft, which occurred in 1,66 and -67. totalling about 

8250,000,000, and also worked on financial matters relating 

to United Aircraft of Canada Lt 4 -k 

' the manufacturer of the 

PT-6 turbo-prop engine. 
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Q Now, Mr. Fitzgerald, in relationship to the duties 
you performed concerning Beech Aircraft, would you describe 

.* "i 

what your functions were? 


A Yes. They were primarily merger and acquisition 


jt r 


‘ . v. 


efforts undertaken on their part, none of which were con¬ 


summated. It involved a thorough analysis of Beech as a ‘ 
company, together with other prospective companies that they 
might acquire. This was principally in connection with 
the light observation helicopter competition that wan 
sponsored by the Army and in which Beech intended to 
compete. 


We also examined with the company as a prelude 
to any possible financing their plans for the King Air, 
prior to the formal approval of that program. 

Q Now, would you go on, Mr. Fitzgerald? 

A I think that describes the activities with respect 
to Beech. 

Q fee. Did there come a time when you left White, 

WeldV 

A Yes; I did. I think I have covered that. To give 
you the chronology, it was in 1964 when I joined Harriman 
Ripley. We became Drexel, Harriman, Ripley — 

MR. LIMAN: Objection. I think this is repeti¬ 
tive. It is on the record, 

I 
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j THE WITNESS: All right. 2 l 8 5* 

! 1 the " '' ere y ° Ur POSitl °" 9 l " *- «~ firm from 

I time you started until the present day? • I ' V >. , 

! * X became a vice-president of - ^ ' 

| i» X*.. a vice-president and director of Oreael, Harriman. ! 

I Pley in 1966 and . senior vice-president and member of : 
tho executive committee «i,s< ' • " I 

Commi tt ' ° f the COrPOr4te 

9 °* 0reKe1 ’ ««riman, Pipiey in 1970> V- 7. T 1 

firm ? 0 tyP<iS ° f " 0rk ” aVe « at your. ■ 

A work entailing public-managed underwriting. •• ' 

Private placements, merger and acquisition work, evaluation 

C, estat - estate valuations and valuations of investment. 

rm 3 account and evaluations of participations 
in managed underwritings. 

Q And when you say "valuation* » 
of com < tions, you nean valuations 

or companies? 

A Yes. I 

<3 ll»at is What you meant by that term? 

A That's correct. I 

o And could you describe briefly what your present 

position is as chairman of the Corporate Commitment Com- 
mittee? 

C ° L ' POrate ConBn ltment Committee approves all 
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« t ' » * • ' * J 

the partioipations as a major underwriter, entered into by 

- ■- >. ; , - 

the firm. It meets in that capacity weekly, in addition, \ 
it approves all of the commitments as a managing under— > 

. a * , * 

V V- * ^ 

writer for any use of the firm's name with respect to merger 
and aoquisition work, private placements or otherwise, ' ' 
including special studies. / ‘ - i’ 

Ii. the latter capacity, the Commitment Committee 
requires the concurrence of the president of the firm. 

Q And during the course of this work, do you value 
companies? 

A Yes; I do. 

Q Do you or does your firm have any relationship 
now or in the past with the Bangor Punta Corporation? 

A Not other than as a participant in any syndicates. 

Q And when you say "syndicates," you mean underwriting 
syndicates? 

A Yes. 

C What about Piper Aircraft Corporation? 

A Only in the seime capacity. 

Q And do you have any relationships with First Boston 
Corporation? 

A As a competitor and as a participant in their 


syndicates. 


i h. RAAN: Do you have any questions as to Mr. 
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Fit2gerald's qualifications? I believe he has been quali¬ 
fied. - •*: 

MR. LIMAN: Ho objection. .• , 

MR. RYAN: Mr. Fitzgerald is not going to testify 
concerning the Bangor and Aroostook Railroad. There is 
a second gentleman. So I think as far as Mr. Kushner is 
concerned, it is not necessary for him to express himself. 

Q Now, Mr. Fitzgerald, in your opinion what would 
have been the market price of shares of common stock of 
Piper Aircraft Corporation on May 7, 1969, in the absence 
of efforts by anyone to obtain a majority of the outstanding 
shares of common stock of Piper Aircraft Corporation? 

A V.a believe the price would be approximately $55 
per 3hare. 

Q Could you tell us how you arrived at that price? 

A Yes. We examined the trading in Piper common 

stock ia a period prior to purchases with a view to obtaining 
control, aid we compared the prices of Piper during that 
period to that of the Standard & Poor's 425-Industrial 
Inde.t, as well as the Cessna prices. 

In the case of the Standard £ Poor's and Cessna 
and Piper, we were comparing the price-earnings ratios for 
each relative to the other during the period that we thought 
was representative . That was a 13-week period. We again 
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compared tie ratios that represented the average of Piper's 
price-earnings ratio to the Standard 6 Poor's price- 
earnings ratio and the average of Piper's price-earnings 
ratio to the Cessna price-earnings ratio to see whether 
disproportionate weighting should be given to one or the 
other, concluding that they should be weighted evenly, 
because the scatter of the data about the average was very 
small in et.uh case and approximately equal. 

The price-earnings ratio derived «-as 23.3662, 
and that was applied to the latest 12-months' earnings then 
reported for Piper of $2.36, producing a value, derived 
value of $55.14, which we have rounded to approximately 
55. 
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Q Mr. Fitzgerald, in your opinion, what was 
the value cf shares of common stock of Piper Aircraft 
Corporation on or about September 5, 1969? 

A Approximately $42.10. 

Q In your opinion, v/hat was the value of the 

shares of common stock of Piper Corporation on or about 
March 9, 1S71? 

A Approximately $51.92. 

Q Could you relate to us how you arrived at 

those conclusions? 

A Yes. 

Q If you are going to refer to the charts 

* % 

during the course of your testimony, it would help 
if you identify them before you refer to them? 

A All right. 

Appendix B, which is the third page in our 
book of axhibits, seta forth the computations which - 
were made in the process of deriving these values. 

The first input involved a projection prepared 
by the Pxpcr Aircraft Corporation reviewed by uf o* $6 
P' r 8hara *^r the fiscal year ended September 30, 1973. 

Wo then ux-.lined the relationship of Piper's price-earnings 
-.iLxo relative to that of the Standard 6 Poors 425 
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I have talked to the principal bank and the principal 
officer in that bank on the account to satisfy myself 
a3 to the availability of these funds. 

i 

THE COURT: At what rate? 

THE WITNESS: The prime. 

MR. LIMAN: Did he say what bank, your Honor? 

I didn't hear it. 

THE WITNESS: The Pittsburgh National Bank. 

A {Continuing) In addition# Piper's leeways under 
its note agreement provides for additional borrowing, 
senior borrowing of approximately nine million, and there 
i3 no limitation in that agreement, I do not believe, on 
the subordinated borrowing. 

Piper's ratio of debt to total capital is below 
that of Cessna and well below that of Beech. 

Exhibit 24 is the view of Booz, Allen & Hamilton 
with respect to sales for Piper in 1975 and has been in¬ 
serted here so that we can see that 1973 is not necessarily ! 

| 

enot-her peek, that there is a further projection. 

T2ie total projected sales, including parts, amounts 1 
to approximately 192,000,000 to 250,000,000 in the opinion 
cf Eooz, Allen in 1975. 

Inhibit 2t 3ets forth the organization of Piper 
Aircraft Corporation in 1968, and Exhibit 26 sers forth 
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I the ° rganl “ ,ti0n of the on a current baste, obviously 

there have been quite e few changes .quite . lot of delegation 
Of responsibility by function. 

we noticed one or two other changes, other than 
organisational changes. There seems to be a high degrae 
of agreement on the marketing strategy to be employed by 
the company in the future, whereas in the past there was 
some uncertainty and division on these points. There is a 
revision in the distributor policy under way. designed to 

produce less volatility in Piper's earnings and sales as I 
compared to th.s past. 

there is some revision in product development 
procedures. They have been systemitised to a greater 
extent. There has been a new view taken of military 
business to the extent that off-the-shelf sales can be 
enhanced ar opposed to the ordinary type of defense contract. 

’i here has been some accent on protecting the compani 
egainst periods of future money stringency by entering into j 
agreements with AVCO with respect to the pressurized Navajo 
and Ford Motor Credit Company, designed to provide for 
planning and warehousing plans for distributors and dealers. 
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A (Continuing) :;We found the management, and we 

talked to a large number of people, to be articulate, highly 

organized, with timely data readily available to them. 

And one further point: We found a new interest 

in technological possibilities and principally involving 

fiberglass-aluminum composites as a possibility for future 

development. 

Exhibit 27 through Exhibit 30 is statistical 
and financial data relating to Piper and Beech and Cessna 
and is provided primarily for my convenience. 

Now this i 3 the material that supports the 
projection of $6 per share in 1973, together with the 
price-warnings ratio of 13.6 which we employed. 

THE COURT: Gentlemen, wo will take a brief 

recess. 

(Recess) 

MR, ARNING: Your Honor, before the examination 

of the witness resumes, I offer in evidence now Defendants' 
Exhibits ?JE-l f AE-2 and AE-3, which were marked yester¬ 
day. 

THE COURT: What do they consist of? 

MR. ARNING: These are the agreed findings 

that First Boston wants to put into the record. 






soumERw wsrwer court reporters 
Unreo States Court house 

''•Oi >:y Sqija *'M e HX. t N.Y. K US TeiE'WJiiEt 74500 



2193 A 


nij -2 Fitzgerald-direct 

MR. LIMAN: There were some changes that 

were made and we will tok at them — 

MR. ARNING: No, they were done. 

MR. LIMANi Oh, they have been done. 

The understanding on AE-3 is that it is offered 
not for the truth of what is asserted or at least it is 
not admitted for that, but it is being offered without 
objection by me simply as information that was before 
First Boston in rendering its opinion on value in this 

case a3 sot forth in the finding, your Honor, which refers ' 
to this. 

MR. ARNING: That is agreeable. 

MR. LIMAN: There are some objections on 
relevance which we will note: 47-C, 77-C and 77-B, for 
the record. 

THE COURT: The SEC has no interest in this 

offer? 

MR. KUSHNER: No, your Honor, it does not. 

THE COURT: Received accordingly. 

(Defendant's Exhibits AE-1 through AE-3 
for identification received in evidence.) 

BY MR. RYAN: 

Q In your opinion, what would be the value of 
Chrio**C:raft' s approximately 42 per cent interest in 

SOUTHERN DISTRICT COURT RtPORTEF S 
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n» j-3 Fitzgerald-direct 

Piper Aircraft Corporation — what would it have been 

if on its exchange offer to Piper shareholders which 
opened on July 24th and closed on August 4, 1969, Chris- 
Craft had obtained the 300,000 shares of Piper common 
stock sought, thereby giving Chris-Craft a majority of 
the outstanding shares of Piper common stock? 

A In our judgment the value would be the same, 
roughly, as the values which wa have already supplied. 

Any difference would be attributable to a so-called 
control premium, which when analyzed in its separate 
elements in the circumstances that prevailed here would 
not seem to be justified or warranted. 

We have looked at those elements, including the 
element of financial reporting, the ability to direct 
the bucimes and policies of Piper, the ability to merge 
or 3ell assets, declare dividends, sell stock, contra- 
saasonr.l c-r cyclical effects or any prospects of an 

enhancement in a PE zatio of the acquirer. 

Taking the first, that of financial reporting, 
vre asked Price, Waterhouse and Company to prepare an 

analysis cf the historical results of operations of 
Chri3-Craft — 

Q Does that appear in your volume? 

CC4P,T reporters 
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Q Is it your understanding — X see yon are - 
confirming it with somebody — v 

» 

A No, I am not talking loud enough. 

Q Do you know to whom these people to whom 

you got these estimates from report — to whom they 
report? 

A Yes. John Leeson reports to John Pool. 

Q And Mr. Pool reports to Mr. Margen? 

A That is correct. 

Q And did you in your examination of Piper 
discover that Mr. Mergen reports to somebody at Bangor 
Punta? 

A Yes. 

Q ' To whom? 

A I am not aware precisely. 

Q Iat the time of an appraisal these estimates 
were revised downward, your figures would be lower? 

A Yes, they would. 

^ anybody ■ tell you these forecasts were 

ever submitted to the board of directors of Piper? 

A They were not submitted to the board of 

directors, of :?iperj they were submitted to Charles Pool, 
Tom Gillermie- and Toe Mercer for thir scrutiny and we 

wsrji wtoacr jcuh? u^orte«£ 

v'Kif. 10 SVA'o'EJ CC -JR T Sf^SSS 

• v . » V , V *,tt Y. TlStEF*?*** 0Qf.1T.AW »7 JQffi) 




2 

3 

4 

5 

6 
7 

a 

9 

10 
11 
12 

13 

14 

15 

16 
17 
W 
59 
20 
2 * ji 


I 


2> I! 


■ 

27 


rmr9 

company, 

0 

then? 

A 

Q 

A 

Q 


Fitsgerald-cross 


1581 

21964 t 


, • ^ . ■ ** 

Do you know what role these people had ; 7 




No. 


Weren't they in the marketing department then? 
I don't know the answer to that question. 

You also citod the fact that there has been 
a change in the distribution policy? 

A That's correct. 

Q Certain choices tere made? 

h I think what l 3,ld is that tha company is 
in the prccc3s of ar_.jndi.ig its distribution policy. 

1! Do you '-.now whether this is under the guidance 
of Bangor Funta? 

A I would have to assume that. 

Q In fact haven't you determined that the 

direction and character of this corporation has changed 
since 1959 when Ba.igor Punka obtained ccr.trol? 

I think my statement suggests that it is too 
aariy to make any determination of that type. I do see 
nnd fcwo gained impressions with respect to changes, 

° Ut it is a period of some two or three months since to. 

Bergen vms installed ai president. 
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0 Does your valuation depend on the capability,..^. 

of the management of Piper to live up to the expectations. « 

. • **.'•*• 

reflected herein? . . • ’».<■’ ' V'-fytei* 

• '• - ' \- r .-"v u /r V 

■■ _ •,iV.*** 

A Yes. v * 


* 
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Q Ar.c. ai. e you saying that in recommending this to « 
purchaser you would not take a discount for their in¬ 
experience at Piper? 

* . 

A Oh, I certainly would not. May I just say that 

"** Mer,9n iB ” aW “ Plper b “* »« I* ■»«= new in tW field } • 
cf aeronautical engineering, aeronautical production, and tb 
like* 4 ' ..... *, 

• * .»• %s* 

• * * * ’ * i * 

well, Mr. Mergen war with hveo-Lycomin,, waen't hey 

Ye3. 

And AVCO-hycoming wan the engine manufacturer for 


A 


Piper? 


A 


Q 


That is correct. 

^ou testified that marketprice in May should have 
been this figure of $55 a share? 

A Yes, sir. 

Q And you are aware that Bangor Punta and Chrla-Craft 

noth paid more than that in their quest for control of this 
company? 

A Yes, sir. 

0 When you say there Is no value to control, is It 
your testimony that these companies made a misjudgment in 
paying to try to obtain it? 

a I would have to say that it dependa on the facts j 
they had available in forming their judgment. 
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“ **» objection. on competency. . 
This is oa our affirmative cass. . 'J. 

a». RYAN. First I offer as Exhibit Ap tot' 'J' 
identifioation - these are our unconteeted finding, 'in '' • 
the suit by Chris-Craft against Bangor Funta. ttalUoa 


and Mr. Salgo. ' 

*R. PEffilOYER: No objection. • . v'r- v 

, ' « ,/ 

(Defendant Exhibit AP for identification ; 3 , t- 
received in evidence.) . ; 

ME. RYAN: Exhibit AG for identification, ycur 
Honor, are the agreed findings in cur Bangor Funta suit 
against Chris-Craft Industries. 

la addition, your Honor, as I indicated before 
no answer was filed by Bangor Funta in Chris-Craffs 
action and it was agreed that our affirmative complaint 
in th,. Bangor Funta case would be considered a. sn 
affirmative defence in the Chris-Craft action on the 
nari delicto defense, and therefor, th... agreed findings 
ore am, snboitted in the Chris-Craft litigation on th. 

ianuo of whether we have established . pari delicto 
offence. 

C0UI<l! Mhat is the prayer for reliof that 
Sangor Santa is requesting against Chri.-craft7 

AR ’ Daraagea, your Honor. 

Dirr ;?:CT G0>*:T REPORTERS 
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THE COURT: How much? 


MR. BARRETT: 


The difference between the 


jprice which Bangor Punka paid for its Piper stock end 
the price which it v/euld have paid absent the market 
manipulation caused .by Chris-Craft •3 activities, year 

Honor. 

THd COURT: Ar.d hew much was that? 

tlR. RYAN: Well, j.t in approximately $15, 

your Honor, per share for approximately 800,000 shares. 

TH2 COURT: In other words, you are taking 

tlie $55 per-.ihare price as the base? 

MR. RYAN: Correct, your Honor. 

THE COURT: That $55 per-share price having 

been testified co here by Mr. Fitzgerald, and you are 
comparing that with the actual cost of the shares which yea 
say resulted from the struggle? 

MR. RYAN: That is correct, your Honor. 

That is Exhibit AG fer identification. 

MR. ACKE-ub: Your Honor, we have many objec¬ 

tions with, respect to relevancy and competency with respect 
■ o these proposed findings, all of which vre advised you 

by letter on February 11, 1571, and if your Honor desires 
X can read into the record which findings we object 
to and on whc.t basis. 


f'O ,1 1 
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THE COURT: Weil, i think that would be useful, 
but in a word, what in your objection? 

MR. ACKELL: Your Honor, the whole Bangor Punta 

case in our judgment is built on inferences that cannot 

properly be drawn upor. any evidence that is admissible in 
this case. 

THE COURT: Well, is the evidence contested 
apart from the inferences to be drawn thurefron? 

MR.ACKELL: On competency, your Honor. The 

evidence consists in large part of conversations between 

people outside of the presence of Chris-Craft, people who, 

when asked whether they spoke with Chris-Craft, indeed 

testified that they did not speak with Cnris-Craft, your 
Honor. 

THi; COURT: .Joes this go outside of the area of 
the agreed facta, cr are the agreed fact* part of the 
hearsay tost you are complaining about? 

:4Re ACKELL: They are a very large part of the 

hearsay, your Honor. 

THF COURT: Nonetheless it is agreed that those 

are the facts, but the compaten^y of those facts is dis¬ 
puted, ie that it? 

MRs ACKELL: No, youc Honor. We agreed that 

certain depoeitiona were taken, and in the course cf fchos.j 

KOTiSVi DfSTa’CT CDiiRT 
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deposition:* that certain peopie gave certain testimony. 
Me do not agree teat the testimony represents facts or 
that if they do represent facts, such facts wcuid he 
admissible against Chris-Craft in the Bangor Pence law - 


suit. 


THE COURT: All right. That is very clear. 

Why don't you just prepare a schedule and add 
it to the record, setting forth the specific objection, 
tnat you were aboutto recite for the record? 

MR. ACKEI.L: Your Honor, I have sort oi 

coded this list attached and indicated objections with 
respect to relevancy and competency. i will be happy 


respect to relevancy and competency. i wU , be haFpy 

“ ‘ ana U 40 U ‘* ° OUrt «P«ter and have it put physical! 
into the record. 


Thu COURT. All right. Let me sue it now and 
I will give it to the court reporter for inclusion as 
of the record. 

Now J take it from the fact that there arc some 
numbered finding, of fact which have no circles or square, 

around them, that you have no objection to the facts 
therein stated? 

iiR. AC.XE.uL: That is correct. 

C0URr ‘ I think what you had betssr do: 
Instead of the reporter attempting to restate it 

DISTRICT COURT REPORTERS 
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in the record he can Xerox this and put it i„ physically 
•n the next page of the record at thie point. 

MR. ACKELL: Very good suggestion. 

(Defendant Exhibit AG for identification 
received in evidence.) 
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AGREED FINDINGS OF FACT 

relating to claims of BANGOR PUNTA CORPORATION 
as plaintiff in 69 Civ, 2354:NP and of 
PIPER AIRCRAFT CORPORATION 
as counter claimant in 69 Civ. 2227:MP 


52,/354, (355 and annexed documents, (357, 35^.(359 

^ X - 

' r~l \ n r 


36LA, /362.A363 


377 



379, 



368, 369, (371, 372,(373,(374, 376, 

3£3 , 388 and annexed 


document, 390, 391, (393^ 394, 395, 396, 1^397^ 398, 399, 

4°o(j|oi4' 402, 404, 405, 406, 407, 408, 409, 411, 412, 413, 
414, 415,(1416])^^) 418,(^91) 420, \u2 lj, 422/^5^ 


ina annexeo 


documents, 426, 427,^28;, 433, 434, 436, 437, 

(438^ 439, 440, 441, 442, 444, (446, (j^47, (48, 449, y451,i£52/ 
(^53i, (^54, '455, (455, (£60, ^61, 462,([463,^4^(465, 

(466^. (^67,^8^ ^9^470, (472, 4.^3,-.474, 675^.476, 480, 481, 
482, 483, 484, 4£5,(^£7^ 488, 489, 490, 491, (fe, (494, 
(E^j. v496^,(|^j v ^98, 499, ((S^^OJ, .504, ^5., 506 , 



507(®,(§p( 510,(@, ^16, 517, 518, ^19, 



.(jig, (523/(| 

(532^(533, 536, 537, 538, 539, 543, (544, 546, 547, 549, 550, 
550A, 551. 
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We will take a ten-minute 


recess, 


(Recess.) 


MR. ACKELL: 


Your Honor, there i:; seme 


additional evidence Chris-Craft would like tc submit in 


support of its case. 


THE COURT: 


Have the defendants rested? 


MR. RYAN: No, your Honor. We still nave mere 


exhibits to put in. 


MR. BARRETT: 


We offer Defendant s Exhibit 


AN for identification, which is our findings 38 and 386. 
These are agreed findings, your Honor. 

MR. PENNOYER: No objection. 


MR. ACKELL: 


No objection. 


(Defendant's Exhibit AN was received in 


evidence.) 


(Defendant's Exhibit DO was receive.!i in 


evidence.) 


71 fp^r 
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i-lR. BARTLETT: Defendant Exhibit EG for 
identification is pages 324 to 328 of the deposition and 

testimony of Thomas Williams taken February 10, 1970, in 
this action. 

Wl. ACKELL : No objection. 

(Defendant Exhibit EG for identification 
received in evidence.) 

THE COURT: Now as I understand it, these 

exhibits are all integrated into the agreed findings, is 

th£ right — 

i’IR. BARRETT: No, your Honor -- 


THE COURT: - • Or are referred to in contested 


findings. 


Honor. 


MR. BARRETT: 


Yes, that ia correct;, your 


THr. COURT: And to the Extent that they are 
integrated i ito ti e agreed findings, they are there 
merely so that I can examine he underlying documenta¬ 
tion for the findings should I so desire or for any other 


purpose? 


MR, BARRETT: That is correct, your Honor. 

TH ' COURT: Row how will I know that; the contested 

£ incline; is keyed to any of there particular exhibits? 
is there a cross-reference? 
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the motions made previously to dismiss the complaints in 
69 Civil 2227 and in 70 Civil 3940. 

THE COURT: Just let me understand what the 
numbers ari. 2227 is Bangor Punta as the plaintiff? 

RYAN: No. We are defendant in that action. 
Bangor Punta, Nicholas Salgc and David W. Wallace are the 
defendants in that action. In 69 Civil Action 2354 Bangor 
Punta is tie plaintiff. 

THE COURT: Ard the defendant in that case is Chria-j 
Craft? j 

MR. RYAN. Chris-Craft Industries. 

THE COURT: Yes. 

I 

MR. RYAN: And then, in 70 Civil Action 3940, 

< 

the defendant — Bangor Punta is the defendant. That is 
the SEC action. 

I 

THE COURT: All right. 

! 

MR. RiTAN: And wa renew our motions to dismiss the 
complaints in 69 Civil Action 2227 and 70 Civil Action 3940. 

THE COURT: Decision is reserved. 

MR. LIMAN: Your Honor, on Bangor Punka's affirma¬ 
tive case, Chris-Craft moves to dismiss on the ground that, 
fciiey have tailed to establish a prims facie case. That, is 
the same motion that lies to the Piper counterclaim. 

SOUTHi-aN DISTRICT >T 
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engine on the Pocono. Most of it has been read to your 


Honor. 


say? 


This is making — 

VIIE COURT: What, in about two sentences, do they 


MR. LIMAN: I say they say that the engine was 


experimental, that it was not delivered in its form for 
use a3 a production engine until some time in June, that 
it didn't measure up to the expectations of Piper cr the 
requirements of Piper and that the project as a result 
was abandoned. 

L'J COowV*- 

It also say3 that JUka it wan told koPipar it 
would use its best efforts to produce the engine, tnat it 
believed that it could produce the engine and that in the 

\ 

I 

past, when it had said that it would use it 3 best efforts 
to produce an engine, it had succeeded. 

I think that clearly summarizes ic. 

THE COURT: Anything else? 

MR. LIMAN: Yes, your Honor. 

On the* Bangor Punta affirmative case and the 
Piper counterclaim, I offer Plaintiff 3 Exhibit 129 for 

» 

identification, which is a memo from Mr. Lushing to lr. Salgo! 

i 

and others, produced by Bangor Punta. 

I offer this on their affirmative case. 

(Plaintiff's Exhibit 78-C for identification 
received in evidence.) 
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THE COURT: What does Exhibit 129 say? 

MR. LIMAN: In substance, it says they made an 
investigation before they made a commitment to buy Piper 
stock. 

I 

HR. R'iAN: Is this the Lushing examination? 

MR. LIMAN: No, sir. It has nothing to do wirh 
railroad. You mean, examination before trial? 

MR. RYAN: I have no objection. 

MR. LIMAN: Next, your Honor, on their affirmative 
case, I offer as stipulated testimony the lettec of Mr. 

Gitlin of Cravath. 

What this says, your Honor, is that there was a 

* 

f 

reference in an earlier prospectus of Chris-Craft or. its 
debenture offering to a 300,000-share tender. 

i 

i 

Tha defendants claim that that related to Piper 
and that Ciris-Craft was looking at Piper in October. 

>1R. Gitlin, who prepared that, Sc.ys that it related 
to Harr rl ir Davidson ard attaches a copy. 

MR. RYAN: No objection. ; 

MR. PENNOYER: No objection. 1 

(Plaintiff's Exhibit 139 for identification 

I 

I 

rccedvcc in evidence.) 

V.R. LIMAN: With respect to the defendant's 

« 

I 

j 

affimu.tive case, I offer Exhibits 141, 142, 143. .’.44, 145, 
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146, 147. 

In essenca, your Honor, what there say is that 
they go on competency of the proposed findings by Bangon 
lunta and Pipar. They show that none of these people 
spoke — in most cases that they did not speak to Chris- 
Crift and that their actions were not based on any 
information that came from Chris-Craft. They round out 
portions that Hr. Ryan has submitted in his case. 

THE COURT: Who are these people? 

MR. LIMAN: They are various fund managers who 
either sold Piper in January of 1969 or bought Chris-Craft 
in January and February of 1969 and sold Chris-Craft in 
March or April or May of 1969. 

t 

MR. RYAN: No objection. 

I 

MR. PENNOYER: Ho objection. 

(Plaintiff's Exhibit 140 trhough Exhibit 14 ";, 
inclusive, for identification received ir evidence.) 

MR. LIMAN: Next, your Honor, I offer Exhibit 3.49 ! 

for identification, which is a memorandum from the Chase 
Bank, This, your Honor, relates to a claim in the findings i 
of tie defendants in tneir affirmative case that; Chris-Craft 

i 

spoke to th: Philadelphia National Bank in November cr 
December about Piper and that the Philadelphia National Bank , 
then spoke to the Chase Bank, which is one of the pe.rtici- 

SJ nrUcRi-i DISTRICT COURT 3EP03 :*£RS 
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' t is stipulated — and I have the witness from 
,, Ch i el 

the Chase Dank here, Mr. -Retrir, that he would testify that 
the first request by the Philadelphia National Bank to the 
Chase Bank to participate in any loan to Chris-Craft came 
on January 27, 1969, as reflected in this memorandum, 
which was given to him, and that he took up the matter from 
there and agreed to participate. 

TR. RYAN: That is, to your witness's knowledge, 
that ir, what he would testify. 

MR. ijIMAN: Well, I will put him on the stand. 

THE COURT: He is not going to testify to something 
he doesn't know about. 


ledge. 


MR. LIMAN: That's right. This is to his know¬ 


Hck this is occasioned, your Honor, by the fact 


that Mr. Potts of the Philadelphia National Bank in his 

i 

testimony said that he thought that his fist contact on this 

matter was November or December. Then he said December or 
January. j 

I 

The defendants have quoted excerpts of Mr. Potts' 
examination in their findings. Mr. Potts I had hoped would j 
be available, but itr. Potts i3 somewhere either in Augusta 
or 3ome place like that and i3 not available to testify. 
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I could not: reach him. I will therefore offer his entire 
deposition, and I will point out to your Honor the portions 
that I rely on, which is to establish that Mr. Potts was 
giving his best estimate of when he spoke and that he 
himself said that it was subject to checking his records, 

fir. Potts did not review his transcript. We 
waived signing and certification, and, as a result, I am 
not able to produce him. I do have one witness, his 
assistant, and I will put him on the stand now, and it will 
take about five minutes. 

THE COURT: You say that the transcript merely 
indicates that he testified that he was spoken to in 
November or December and then later on possibly in December 
or January, but that he wasn't sure? 

MR. LIMAN: He wasn't sure, and they make a point 

of it. 

THE COURT: That proves exactly what? 

MR. LIMAN: What? 

THE COURT: That proves exactly what? 

MR. LIMAN: They say in their affirmative case 
that this proves that Chris-Craft had in mind in November 
and December going after Piper. I don't think that it 
amounts to — 

THE COURT: What difference does that make*? 
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rm * Lrvuis 1 don't think it makes any difference, 
bat since there hasn't been a ruling on it, I have to 
protect my record. 

THE COURT: What record are you protecting? 

What difference does it make when they decided to move in? 

MR. LIMAN: They say, your Honor, that we decided 
at a time when we v.ere raising money from the p’lblic and that 
we should Lava disclosed in our prospectus to the public -- 
THE COURT: Which was dated what? 

MR. LIMAN: Which was dated ^pfccmbe r~10, I believe 
1968. I regard this as a matter on which I would like to 
have the record protected. 

i 

THE COURT: Go ahead. j 

(Plaintiff's Exhibits 148 and 149 for identification 
received in evidance.) 

MR. LIMAN: I would now call Mr. Fred Miller. 

;HE COURT: Can't you stipulate what he would testify 

to? 

MR. LIMAN: Your Honor, I saw the man for the first 
time ten minutes age. His testimony will take ten minutes, 

i 

and it will be easier and faster to put him on the stand. 

1 

VHS COURT: All right. 

i 

i 

i 

i 
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6 A 


I 

2 

3 

4 : 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 
17 


FREDERICK R. HILLER, called as a witness 
on behalf of the plaintiff, being first duly 
sworn, testified as follows: 

DIRECT EXAMINATION 
BY MR. LIMAN: 


Q What is your occupation? 

A I am a banker. 

Q What is your position? 

A I am president of the Waterbury National Bank. 

Q In 1969 were you employed by the Philadelphia 


National Bank? 

A Early in 1969. 1 left the bank on, I think it was, 

April 1, 1969. 


Q You had been employed there for some years before? 

A Yes. 

Q What wat your position at the Philadelphia National 

Bank? 


19 

20 
21 

22 

•n 

24 

25 


A I was, in early 1969, a vice-president. 

Q Did you have any connection with Chris-C)aft 

Industries? 

A Yes. 

Q What was your relationship? 

A I was the officer at the bank who v>’as immediately 
responsible for tne Chris-Cra::t relationship vich the bank. 
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r,i ’^ fliller-dircut 

0 Vo whoi a did you report? 

A fly .Immediate supervisor was senior vice- 
president Chanley Archer. 

Q iJid you also report to Robert Potts? 

A hr. Archer's immediate superior was Robert Potts, 

wno was executive vice-president. 

Q a there nie a time when you learned Chris- 

Traft was purchasing Piper stock? 


A 

Q 

A 

0 

A 


Ye 3. 

V'hea was that? 
in January of 1969. 
liow did you learn it? 

I. 'cl.l, I had conversations in New York with the 

management of Chrin-Craft, in January, and they indicated 
t :a,; tney buying Piper Aircraf: stock, i believe 

there was alsv an announcement in ths paper in January to 

this effect.. 

Q led tner* come a tine wh?-, you were asked to make 
e i'.'a-j :c Cur' 3-Cruft for Piper stock? 

A Ye i. 

J, ‘ U vho Ccirt when and > no made the request to 


y • -h 


v< * :* nr r -. 


v.ui iirst tire I had a request cor th:s purpose it 
, t-urbert Siegel. whe i/rs .resident i,d suairm&r. 


• •<' i . t t M: c 

r. . 










•** 
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i 

Oj. Oiuris-Craft, and it v/as a Sunday evening, in the middle 

? i 

cf January — I think actually the date v/as the 26th of 

i 

January, Ho called me at home. I remember it because it 
v>as a very * nusual thing, and he indicated to me in the 
, telephone com rersation that he wondered whether it was 

|j 

possible that the bank could arrange a $15,000,000 loan 
for this purpose, and I said I thought it was possible 

l [* 

end that 1 would explore tnis the followinc day, on Monday, 

lu j| 

get beck to him. 

;» J 

Q Whac. did you docn Monday with respect to this 

«j matter? 

"• »l 

j| A "he first thing I did was to talk with Bob Potts, 

VS || 

i vho was ver y ~ lo3e to the Chris-Craft organization and 

;s i! 

!j management, and got clearance, if you will, to that extent, 

(j 

lj that this was something v/e should fery to do. 

0 hnd did ^ cu try to do it? 

A ' os we did. 

Q what dii you do., in trying tc do it? 

/ A . - -led two banks in .Jew York that v/e were 

portico oily :lose to, one of which was quite close to Chris- 
c a . _, o.'c bv.isj the Jiaee, v/ho had a direct relationship 
■ C.x£- U:\Et. the Othyr was the Karine Midland Eank, 

1 lc ' w ‘ :Ii ~ s l otl if Id be veiling to participate 

- • ° t to Chris-Craf .. 


u .■ oa,i ter'.-. 


ref .. 
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Q Did the Chase agree to participate? 


A Yes. 


Q IThen did you report back to Chris-Craft that 
you were prepared to make the loan, and did you do it your¬ 


self? 


A Yes I would have done it myself. I am sure it 

must have neen that Monday. There wouldn't be any point 
in delaying it. 

Q Prior to that tima did the bank, to your knowledge, 
ever make a commitment to Chris-Craft to lend the money for 
Fiper? 


A Uo. 


Q ..n order to make a loan, do you have to obtain 
approval at the bank from a committee? 

A lor any loan of that size, yes, sir, certainly. 
Q ’/as approval sought? 


Q Mkea x.as approval sought? 

A the loar request was presented in normal 

FTo.-edure on Thursday to our senior loan committee and then 
Friday of i noweek to the executive commit:®®. 

l ' 01 if I show you this document — can 

y ja tell no tic- du aad what if is? 

is the write-up from the minuter of the 


•it 't>k : ‘> ;■ . * *IF?.T :'f .) T?F 

• t «Tt 1 , c.i it‘f. fj- 

* i * *!; , %■ i Ci 
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executive committee confirming the fact that we would or 
that the Philadelphia National Bank would indeed make 
available a $15,000,000 loan to Chris-Craft. 

Q When was that? 

A January 31, 1969. 

Q D..a the subject of compensating balances ever come 
up with Chris-Craft in connection with this loan? 


Or any loan? 


A Mo, not that I recall. 

Q Did you ever ask them to maintain compensating 


balances? 


Q Did they ever promise to maintain compensating 


balances? 


Sunday? 


T HE COURT. 1 : Oid they keep them? 

THJi WITNESS : Yes. 

v’.'i fir. Siegel tell you why he was calling you on 


i v ? 


5cook. 


lo n-ovit.e banking backup for the purpose of Piper 


-< I Y u.'! 


1 
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0 Did he tell you he had tried to reach Mr. Potts? 

A As I recall the conversation, he said he had tried 

to call Mr. Potts and had not been able to get in touch with 


Q Did the subject of a loan to Chris-Craft for the 
acquisition of Piper stock ever come up between you and 
Mr. Potts prir.r to that time? 


•MR. LIMAN: No further questions. 

CROSS EXAMINATION 
BY MR. RYAN: 

Q bid you know, Mr. Miller, that in the fall of 
1963 Chris-Craft had asked the Philadelphia National Bank 
for a revolving line of credit for general corporate purposes 

of up tc 5 IS ,000,000? 

A A general line of credit for that amount? 

Q Revolving line of creiit. 

A I don’t know that. I would doubt it. Cur 
legal lending limit has $12,000,000. 

MR. RYAN: This is iin agreed finding. No. 168, 
in cur case, chat that is the fact. 

’ 1jr COURT: Read tk.» agreed statement of t;cts to 

tie itii-ci':; ana c*.e hint whether that refreshes ais recol- 
leouion. d it as it is slated. 


*' ' *■<... ^ J . r.\.' J.: 


! ' r 


\ 
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Q "In the fall of 1968 Chri3-Craft asked PNB," 
which is tho Philadelphia National Bank, "for a revolving 
line of credit for general corporate purposes of up to 
$15,000,000. The Philadelphia National Bank made a loan 
cf $15,000,000 to Chris-Craft on February 3, 1959. The 
entire "rocacds thereof were among the funds >ay 

for J ip 2 r shares received by Chris-Craft on its c . render 
offer which closed on February 3, 1969." 

THE COURT: Having heard what the parties lave agreed 
to as facts. docs that refresh your recollection in any way 
£3 co v/hat occurred in the fall of 1968? 

THE WITNESS: No, sir, it does net. 

| 

MR. RYAN: No further questions. 

FEDIRECT EXAMINATION I 

* 

i 

r-? MR. MM AN: 

Q Did Chris-Craft from time to time request loans 

I 

f «.on the Philadelphia National t ank for general corporate 
I- urpo.ia' ? 


MR LIMAN: Nc fur the.; questions. 

MR., PENN OVER: No questions. 

TIP’ COURT: Did you lu.-Jta any inquiry into your 
1 i :d ' liar Iona} Bank record= before coming here today 


t . • je \r.\. Arc a-tur-3 of the ucio-int wa.3 prior ;c this time 


« 
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in jamiary of 1969 V 


’HE WITNESS: No, sir. 


1LIMAN: They have been produced, vour Honor, 


i n dm examination. 


THE COURT: I understand that. I am .taking the 
vl'.t.her he did it. That may explain why he doesn’t 
kr.o- about t.r- fall of 1968. 

- right, thank you very T»uch, r ir. M ler. You 


are oxcuseo. 


c a 3 <r 3 • 


Witness excused.) 

MR. LIMAU: 'With that, your Honor, we rest in both 


COURT: All parties rest. All motions renewed--! 

I 

. L. KUSHMER: Your Honor, tin Commission has several; 

f.;. -h :r rix'.ib .ts to p it in. 

( 

MR. SHIMER: Before the Commission puis in its 
3: bits, on behalf cf Piper I would like to renew ry 

i 

I 

l id add one adiitional ground, and that \s that there 

i 

13 --° >->idi r -in fin.in re cord from wnich the Court can 
3 330^7 iny d c. ages ar. against Piper or the Piper defendants 
c i h:.s so oi led . apirate liability claim, even assuming 
- i<- r , 1... Oi riris-Craft 1 s allegations a<;ainst it, 

j i t. . cica-ly. there is no proof of tie value cf 

I 

-P* • /t <:hj3 llagec. .ion-disc..csed Information had 


in 


•: -Vi: ! 'i-i 


r :\r. *0. K"- 
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HR. KUn/NER: I air, aware of no such testimony 

by .’Ir. L'utchin3. your Honor. 

Ti'U r COURT: What was the fact is. 

Exhibit 1£-:’ vihtir read with Exhibit 64 inoicates that 
the concei t r': the £uorutt 15, 1960 meraora.aim was tne 
invest;, atA^n :bcz was « oing on in connection with taxes? 

HR. R’/.HK's Exactly, your Honor. 

IRE COURT: Wall, in that connection I will 

receive E::hibic 61 and 152. 

(Plaintiff 'e Exhibits 64 and 152 were 

* 

recei/ea in c.vioance.) 

•!R- KUSHN/.R: I offer as Exhibit 153 a I 

ip emo rand civ rc.n Hr V: id cle to Hr, Murphy, -later. October 

e » v.-.c.i has m its subject "Tax basis to nangor 

F ..i of si .'.e of nvack of 3angr»r and Aroostook Railroad," j 

aid. ssr.r. 1- *t x tht figures on the tax basis. 

I 

.ME COURT; bet. ice ask you, Mr, Kush r.:, 
c i al.‘. . iir tt *t avsstig-tion the tvou are t^criia 

I 

h 3xr r di •,>: r contention/ 


M ^ ^-”5 

* • - i 


v Tvj , your Honor. 


; .* j » *.. A S 


i ji. in tie lea it, your 


j> ,* *• y ■ 
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/ 

8 

9 

If; 

11 

12 

13 

14 |i 

li 

15 

15 

ul 


Zi 


6; I 


THE COURT: It seems to he exactly In con¬ 

flict with the notion that there was a reasonable 
probability or possibility of a deal which should have 
been disclosed on July 18. 

It lool;3 like the whole thing was completely 
inchoate a: d subject of investigation and not agreed 

upon by anybody at any of the times that are now being 
discussed. 

Wnat would they be doing all this for if 
they had an intention to go forward ud had arrived at a 
reasonable probability of a deal? 

* 

MR. KUSHNER: Simply to find out whether 

they may wcmt to cast the transaction as a sala of 
assets rather than a sale of stock, but, one way or 
another, your Honor, they had that deal. 

iHE COURT: They had the deal? Well, 
tn.j avio.an;.e. as far as I have heard it, and I will 
ewiniie f.h written documents, hardly proves anything 
like tart. 


g:.v 

y 


•i 


1-1 ** i-Ut»HK2R: i trust your Honor will 
V»purt unity topraaent post-^-ria l briefs to 

f ~“ • * cou ’.loti * c iieed briithi unless 


. ■' 


•’ i th. 





o 


& 
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you think 2. have overlooked some of the oral and will 


overlook tht written documentation. La I have heard 


this testimony, it sesms to rr.e that the v/holo situation 


waa backed into with great reluctance in September of 


1969 and was a completely amorphous affair at any given 


time before that date. That is my imore/sicn of the 


creditijity of the witnesses here. 


MR. KUSHNSR: Your Honor, X would respect- 


fvily request an opportunity to present peat-trial 


brief3. 


?HE COURT: You /ill have every opj>ortunity. 


I d^n’t expect to decide the case thi3 aftericon. 


MR. RYAN: 


I have no objection t. > 153 


for Ider.ti ;: option except, to its characterizatio: as to the 


e.3t Jblishment of the tax basis. That matter is ; till 


cCtUilly v : * rject of dispute. 


IF COURT: The exhibit is received ,• »i 


t he rh; ?:< . ’i> ation will have to be determined fre-m 


reading thi (*r.hibit. 


~ . RY. JI: ‘Xhan-c you, your Honor. 


< : / :.incii-£ r exhibit 153 was rccaJw.ad in 


:.(.vxc.) 


CO’111 I just. vnut. you t* { ’iiv.vjrst. n:l. 


( 1 ' Cji.tr - 


\ \ 




s 
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*Mr. I. gliner, tnat I r..u prepared to acceyt your test md 
on f a basis cf your test or vhen a disclosure thouU be 


tU'sh ( it 3 ?. rv. estimate of the credibility ot ti r 


wi lesses 


a. ' as ba'so snown to r:e o.ii -ciie stand ?;.d such prnisi.' 
of -..he cioorviencs ac /era contained u; xh bit 2 the this 
nutter v;.* j 1.ore less J.y in.hoate eve*. t’rough Ss r :.ifc r 9. 

MR. KUSHHER: Ycur Er.nor I won't . arc — 

i'i-E CO RT I just tei_ ou that r.. you can 
aidrejs /ourself ti it in youx* br:.a f .. 


MR. KUEIINER: I want to address r- self to 


c iings hike understandings in writi..g</^I want to address 


myself j things l ? ke board of directors decisions — 
THE dO.ivT* You • ddress yourself it the 
t urge • i-r t:o Jeer significant, but I a: telling 
y'”j now r nr ron't j*.avc tc ary e for your standard of 


x ,r. iosu::B. 


•i'H. KT.'tH-O.R; i und irsir nd th.it. 


*19: ’ »;• tut 


Cv.U’: The question is, does \ i -» oof 

»tc'.iid. .id. .Old, by the way, i. t'ic 


5 tj :i io-il to 


“1/ 1^< H;'.u igil ji. what? 


i\£h Hi I.- I ; hv-.'U.; t 


year Horn i 


- 'dU'-.. • i *.*y . _>rs u » ivvti ~ 




y 
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1/ 




lei 

IV 

20 


23 

It. i* 


flR. KUSHNER: I wish to read in one question 

and one answer — 


TKZ COURT: Please do so. 

MR. KUSHNER: — from the deposition of 
Cyrus Paul Priddle, taken on December 3, 1970, page 28, 
line 4: 


"Q Did you have anything to do with preparing 
the registration statement that Bangor Punta filed for 
its exchange offer for the shares of Piper Aircraft 

Corporation? The registration statement was filed on 
May 29, 1969. 

"A No, sir." 

Fine, your Honor, I wish to read in one 
brief part of Exhibit 47 for identification, the minutes 
of the Bangor Punta board meeting of August 7, 1969. 

The part 1 am reading in reflects the approval of the 
minutes of May 21. 


This ir. on page 2, at the top: 

Pne minutes of the special meeting of the 
board of directors held on May 21, 1969 having been 
mailed to the directors at an earlier date, were discussed 
ana the regime thereof was briefly reviewed. upon 



1 
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the minutes of the special meeting of the board of 
directors of the coporation hold May 21, 1969 be and 
they hereby are approved." 


rebuttal. 


Your Honor,that concludes the commission's 


THE COURT: The commission rests? 

MR. XUSIIHER: Yes, sir. 

THE COURT: I take it the motions are 


renewed? 


MR. RYAN: Yes, your Honor. 

THE COURT: Decision is reserved. I think 

that brings us to the close ofthe matter except for any 
final submission of argument that counsel wishes to 

supplement the briafs. 

I will say that the case has been extra— 
ordinarily well prepared on all sides and the painstaking 
effort f.h uz counsel have made to agree on the myriad 
facts involved in this case indicates the desire for 
cooperation with the Court aid other counsel in the case 
to a decree that I do not recall in some 40 years of 
practice £>\i tie be v myself. 

iv. rot. for that cooperation vliLs 
cas£* easily -.rve consigned several months of trial 


. : • 


•: i % 


V 








rrorlO 


2229 A 


1658 


andinstead of that, the salie»rr'c issues have now been 
presented through the .indefatiguable labors of the 
plaintiff's counsel and the cooperation and labors of 
defendants' counsel in just short of two weeks. 

I wish to compliment every lawyer in the 
case who has thus extended himself and aided the Court 
and their clients by reason of the fact. 

MR. LIMAN: Thank you, your Hono::. 

THE COURT: I would like to give a reasonable 

amount of time for any further submissions. Unless 
the additional submissions will involve refocusing any of 
the matters that are already amply briefed, it won't 
make too much difference to me when the briefs come in 
because I intend to re-xaad everything in the record, but 
if I need any reorientation as a result of anything that 
has occur* 3d at the tria’, including any che'n e rer arks 
that the Court may have mvde, perhaps you better get that 
to me in brief style early and amplify it later. 

I might also cid that anybody who is so foolish 
to rely oa any impressions the Court expressed as 
indi(.£t.iVG ci the ultimate determination of the Court, 
woulct be making a serious mistake, because I intend only 
after mature reflection to :ome to a final conclusion as 
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APPEARANCES (continued): 


ROBERT E. KUS1INER, Esq. , 

Assistant General Counsel 
Securities & Exchange Commission 
500 North Capitol Street 
Washington, D.C., 20^49 

CHADBOUENE PARKE WHITESIDE & WOLFF, Esqs. , 
Attorneys for Piper Aircraft Corporation 
25 Broadway 

New York, New York 10004 
3y: EACHARY SEINER, Esq., 

of Counsel. 


SULLIVAN i CROMWELL, Esqs., 

Attorneys for First Boston 
43 Wall Street 
Hew York, New York 10005 
By s JOHN Ai USING, Esq., 

ROGER I. UAADMAN, Esq„, 


of Counsel. 


WEBSTER SirliSFElELD PUSISHMAIJIJ HITCHCOCK fc BROOKFIELD, Esqs., 
Attorneys for Banqor Punta Corporation 
One Rockefeller Plaza 
Ilev. York. New York 10020 
By: JAWSS V. RYAN; Esq„, 

C. K32M1ETH SHANK, Esq. , 

of Counsel., 

COLE S D;3ITS5, E-q j., 

Attomaya for Frederick C. Dumaine, witness. 

40 Well 3tree:-. 

Hew 'tori:., Nrw York 10005 
By: HhRO/,0 H, CI7.1, Esq., 

of Counsel. 
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THE CLERICS 


s Bangor Punta Corporation. 


MR. XUSHHER: Your Honor, Mr. Dumaine is here 


and ready to testify. 


THE COURT: All right. 


FREDERICK C. 


DUMAINE, 


called 


a3 a witness by Securities and Exchange Commission, 
having been first duly sworn, testified as follows: 
THE CLERK: State your name, sir. 

TIIE WITNESS: Frederick C. Dumaine. 

HR. KUSHNER: Shall I proceed, your Honor? 

THE COURT: Yes. 

DIRECT EXAMINATION 
3Y MR. XUSHNER: 

Q Mr. Duiaaiue, where do you reside? 

A ?(il Newton Streat, Weston, Massachusetts. 

Q What is your business address? 

A '1500 Prudential Center, Boston. 

Q Are you the president of Anoskeag Company? 

A I . 

q since when have you been president of Amoskeag? 

A 1951. 

Q Az* yea also director of Amoskeag? 

A Yea. 
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Since when? 


A Early 1920s. 

Q How long have you been with Amoskeag Company? 

A Since 1914. 

Q Can you describe briefly the business of Amoskeag? 

A At the moment? It is a — 

Q Yes, 3ir. 

A — it is an investment trust. 

Q Can you tell us some of the investments? 

A Cur largest investment at this time is the Field- 
crest Mills, 40 per cent of its ownership. We have con¬ 
trolling interest in two bus companies, Bangor and Aroostook 
Railroad< Fanny Farmer and numerous other stock exchange 
isHues. 

Q Mr. Dunaine, what are your duties as president 
of Amoskeag? 

A To run it. 

Q Was this also true during 1969? 

A Yes,sir. 

0 Can you give a fcriec description of your business 
experience in the railroad industry prior to 1969? 

A Yes, sir. I was director of the Maine Central 
of Boston Maine Railroads for about 15 years, way back in 
•che ear..y twenties and thirties. I ran tha Now Haven after 
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my father's death, successfully I roust say, for three or 
four years until I was beaten in a proxy fight In 1954. 

* , • *' *s* • 1 •- . 

X took over the Delaware and Hudson when its president left 
in about 1967 or 1968, until it was merged into the Norfolk 


t Western. 


Q Do you know Curtis Hutchins of Bangor Punta? 

A Yes, for a number of years. 

0 How long have you known Mr. Hutchins? 

A Quite a number of years. 

Q Prior to 1969 did you have any business dealings 
with him? 

A He was yes, sir, he was president of the Bangor 
fc Aroc>3took Railroad and he was with the feeder line of 

the New Haven. We made many arrangements for better service 
froro Maine to New York. 

Q This was during the period that you were in charge 
of the New Haven? 

A Correct. 

Q In May, 1959 did you have discussions with Mr. 
Hutchins regarding the purchase by Amoskeag of the Bangor 
& Aroostook Railroad? 

A Yes, sir. 

Q For the sake of convenience I will be referring 
to the Bangor * Aroostook Railroad from now on as "The 
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Railroad" so you will understand me. 

Do you recall when your first discussion with 
Mr. Hutchins in May 1969 concerning The railroad took place? 

A A day or so prior to the 12th of May I called him 
to see if he wasn't in a better mood to sell his property 
than he had been prior. 

For many years we had been working trying to 
develop a New England system and we made a date for the 
12th of Hay. 

Q Was that the first discussion you had with him 
in May 1969, the 12th of May? 

i 

A Yes, sir. 

Q Where did this discussion occur? 

A He took me to the Pinnacle Club in New York City. 

Q Who was present be3ide you and Hr. Hutchins? 

A Just the two of us. 

Q As best you can recall what was the substance of 
what Mr. Hutchins said and what was the substance of what 
you said at this May 12th meeting? 

A He assured me he had been assigned by his beard 
to negotiate the sale of the property, and wanted to know 
if I was still interested. 

I wan quite keenly interested. 

Q Is tills 3cmething you told him? 
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Yes. 


Q All right f please go on* 

A We discussed it back and forth. Prices quite often 
cane up in the conversation, of course. Be explained .. 
how he was on their books for about $18 siilllon. Me die- , ' 

cussed its potential earnings,how do you figure the value 
of a corporation of that kind. 

I gave him a formula on which I thought it could ! 

be bought if he would consider. There was a chance of j 

putting the Maine Central and the Bangor ft Aroostook to- | 
gether;they were Maine-to-Maine railroads, they were non- I 
competitive, tnat neither one of them could make much, | 

any ' money fe y themselves, which he egreed, 

I think a 3.ot of railroads were selling around 
ten tirade earniiigs at that time. 

We both agreed that at leiist a million dollars 
could hi caved in operating expenses. 

Under ICC rules, over my years of experience, when 
two ra..l_oad3 go together any savings is equal to both. 

In other words, if one makes a lot cf saving both get the 
credit for halt of the total caving. it was simple enough. 
Ten times half a million dollars savings was $5 million. 

Q Is that what you— the figure you mentioned to 
Mr. Hut ;Hns? Is that the price you mentioned to Mr .utchinsV 
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A He Untuned to my formula. He said It was pretty 

low. 

Q . Is there anything else you can recall about the 
substance of this first meeting or May 12th with Mr. 
Butchins? 

A When we agreed to meet again he would have to 
refer this back to his board, even though^they had given 

him full authority as I understood it to make an agreement. 
Q And — 

A He had to come to Boston within a couple of days 
and I think it was shortly thereafter about I think the 
15th of May he came to Boston again. 

Q And he wet with you on the 15th of May 1969? 

Yes. 

Where did that meeting occur? 

At the Aroskaag office. 

Who was present? 

The two of us. 

As host you can recall what was th« substance of 
what Mr. Hutchins said and what was the substance of what 
you said? 

A Wei 1, it t;as very much the sane, Mr. Kushner, as 

the 12th luichocn. And it didn't last too Ion, aa X remen* oj 
3ut when he left ho said, 'I think we can make a trad., out 


A 

Q 

A 

Q 

A 

Q 
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I am sure my board can't give you any firm commitment. 

Q What did you say with regard to the price at that 
May 15th meeting? 

A Z didn't say the price was too low. I think a 
had a hunch that money was getting tight and dangor Punt* 
always in looking for a trade of some sort they probably 
needed some money. 

0 Did you mention a price to Mr. Hutchins for The 
Railroad during the May 15th meeting? 

A Oh, yes. Five million. 

Q Five million? 

A Oh, yes. 

Q Did Mr, Hutchins try to up the price? 

A Yes. 

Q What v/as the result of that? 

A The result? 

Q Yes. 

A I didn't move. 

Q You said a few moments ago that Mr. Hutchins told 

you at that May 15th ir.vaeti.ng he couldn't make you a firm 
commitment. 

A Z didn't hear that. 

Q Did you say a few mome ta ago that Mr. Hutchins 
told you at tlin May 15th meetinc* that he could not make a 
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(Three documents narked SEC Exhibits 1, 2 and 
3 for identification.? 


BY MR. XUSHNER: 

Q When Mr. Hu .chins said at the May 15uh meeting, 

• • * \ . 

"X think we can make a deal,* what price was he talking 
about? 

A My price. 

Q Do you recall reporting to the Rraoskeag executive 
committee on May 20th, 1969 concerning The «Hro ad ? 


A Yes,sir. 


Q I show you Exhibit 1 marked for identification 
(handing)• 

Are you able to identify that? . 

A I identify the copy of the minutes of the executive 
committee on May 20th, 1969 at 11:00 a.m. signed by the 
secretary. I do. 

Q Wa3 it the regular course of business to prepare 
such minutes of executive committee meetings? 

A Yes, sir. 

Q Do you know whether it was also a regular procedure 
to send to all members of the executive committee copies 
of minutes of meetings? 

A Yew. 

Q Would such members, include Mr. Stone? 
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A Yes, sir. 


Q As best you can recall what did you report to the 
Amoskeag executive committee on May 20th, 1969 as far as 
The Railroad is concerned? 

A There wasn't much discussion about it because for 

t 

years we have been discussing this whole railroad situa¬ 
tion in New England, and I just notified them shortly that 
it looked to me we might be able to buy it for five million j 
dollars. And that I had obligated them, on a tentative basis: 

, I 

subject to board approvals and things of that sort, subject ) 

• I 

to government agencies. And Z thought it would be a good 
buy and that we might do something with the Maine Central 
and if so, it looked to me like a very good investment. 

THE COURT: Had you in fact obligated anybody to 

| 

anything at that time? 

THE WITNESS: I didn't hear, sir. 

THE COUR-%': I say, had you in fact obligated any¬ 
body to anything at that time? 

THE WITNESS: You mean my board? 

THE COURT* You just said that you had obligated 
them subject to board and agency approval and I am asking 
you whether it is a fact, did you in fact obligate anybody 
to anything at that time? 

THE WITNESS* I told my board — 
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THE COURT* JuBt answer the question. 

Waa there any obligation? 

THE WITNESS* X misunderstand you, sir. 

THE COURT* Was there any obligation uhat you had 


made? 


THE WITNESS* when I — when Mr. Hutchins left the 
room I felt I waa obligated to pay five million dollars for 


the — 


THE COURT* We are not talking abcut your emotions. 


I ere asking did you commit to buy anything at that time? 
THE WITNESS* Yes, sir. 

THE COURT* How? 

THE WITNESS* By saying ▼ would pay five million 
dollars for the stock in the Bangor i Aroostook Railroad. 
THE COURT* Did somebody say "I accept"? 

THE WITNESS* No, 3ir, said "I think we can make 

a deal. r 

TH3 COURT* But you are very clear that, nobody 
asked for an option and ycu didn't give any? 

THE WITNESS: 'i'hat is correct, sir. 

THE COURT: Go ahead, Mr. Kushner. 

C Incidentally, Mr. Dumaine, at either of these 
meeting? at h&y 12 i ch and May 15th, .V969, was there any 
c iscussion of the purchase of the assets of The Railroad 
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rather than ita stock? 

A No, air. 

Q I show you Exhibit 2 marked for identification 
and Z ask you if you recognize that document (handing). 

A You asked me what? 

Q Do you recognize Exhibit 2 marked for identifica¬ 
tion? 

A I recognize this letter of Bangor Punta Corporation 
dated Hay 27th, 1969 addressed to me. 

Q Did you receive that letter from Curtis Hutchins? 

A Yes, sir. 

Q Do you recall when you received it? Do you recall 
when you received it, what day? 

A Did I rec ill what? 

Q What day you received it. 

A This was the— 

Q The letter of May 27th from Mr.Hutchins. 

A I think it was that day. 

Q How did you receive it? 

A He handed it to me. 

Q Mr. Hutchins came in to se_i you? 

A Yas. 

Q Did you discus? the letter with Hr. Hutchins when 
he cams to ses you? 

fi JTHERN DISTRICr COURT REPORTERS 
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rather than ita stock? 


' Q s show you Exhibit 2 narked for identification V v 

- • - • -« V... • 1 . 

t * * « * ■ ‘ * ' * ‘ ^ #* 

and Z ask you if you recognize that document (handingK* - • ;i v 

. ' C ’ ■ ’ *.* .-'V t \, < ; i •• j >* 

A You asked me what? ...-‘V *•“' ' 

* *■ . ■* • , • . "■■'.i 

0 uo you recognize Exhibit 2 marked for identifica¬ 
tion? ,» 

. .• ' \ • i \ 

* a Z recognize this letter of Bangor Punta Corporation 

* • t < * 

dated May 27th , 1969 addressed to me. 

' i 

Q Did you receive that letter from Curtis Hutchins? 


Q Do you recall when you received it? Do you recall 

• " • J ,V ■ V ' ; ’• • 

when you received it, what day? * 


A Did Z recall what? 


Q What day you received it 


A This was the 


0 The letter of May 27th from Mr.Hutchins 


A 1 think it was that day 


Q Mr. Hutchins came in to see you? 


Q Did you discuss the letter with Mr. Hutchins when 
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- # 'i. T. * V'." *' , 

A tea# because it was an explanation of about what 
the agreement stood for and how he felt about • 

\ j» ■* • . •; •* • **> •»,..' >*. •** ••• iv ■ 

«*• 4 ' ^ » _ . • • • • ■** * **/'#, ’ f• 

Q : As best you recall what was the substance of What 

; • « *• . "v 

Hr. Hutchins said and what was the substance of what you C 
said? " 


MR. KUSHNER* All right. 

* ‘ V *• ' 

THE COURT* Let's find out what this witness 
MR. KUSHNER* All right, your Honor. 

.% ■ ^ * 
f • 

Q What did you discuss with Mr.Hutchins at your 

- , # i 

May 27th meeting about the substance of that letter of 
27 th? 


A All we agreed — discussed and agreed that this 
is about what we had and down on paper what we had said 
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orally the last two times we met; that Araoskeag pay the 


16 


five million dollars in some form, either cash or some of 

► V- • 

• Y •• 

the Bangor Punt a stock that we had or just straight cash; ; 

, ' - • I 

side agreement on a -piece of property. Sear sport, that they 
had under option. Explained to me also that they didn't 
own The Railroad 100 per cent, 98.7. Of course, it had to 
be subject to his board and our board. He would like to 

keep it as quiet as possible because of employee morale, and 

* 

I disagreed with that, I told him I thought the morale would 
go up. He asked me to let him know later if I thought 
there should be some changes. I didn't think it was neces¬ 
sary and so told him at that time. 

Is that what you want? 

MR. KOSHKER: Your Honor, at this time I offer 
Exhibits 1 and 2 marked for identification in evidence. 

THE COURT: I thought we had understood that 

all exhibits were deemed received in evidence and their 
materiality and relevancy would be determined at the close 
of the trial. 

MR. RYAN: I have no objection. 

MR. KUSHNER: With that understanding, your 

Honor, I will not make any more formal offers at this time. 

THE COURT: Any exhibit which has been identified 
is assumed to be authentic? and competent and its relevancy 
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and materiality vill be determined at the close of the 


17 


trial* . < . - 

. 

BY HR. KUSHNERr 

• ."** -. 4A ' 

* » Q •. Mr\ Dumaine 


;•: . . .r*.•* -i; - '? > • 
• ' ' i'.'a* k,-. -y. 


• v . • • ;V. vt rv < 

9 did there come a time in Jane. 1969 VU; 

_ *9 • » A . aa » . • a a ■- - - • * 


when you had a conversation with Mr. Hutchins about The T ";, 

»* ,• ' • »*. 

Railroad? ' ' 


A 

Q 

A 


About what? 

* «y 

About The Railroad. 

There were numerous phone calls and once in a while 


he would drop into the office. But sa far as I remember I 
wanted to look The Railroad over physically. We finally 
decided on when I could make a trip. You are talking 
now in May and June, I assume? 

Q Yes» I show you Exhibit No. 3 marked for identi¬ 
fication (handing). 

Are you able to identify that exhibit? 

A This June 16th, 1969 memorandum i wrote from my 

own records of the telephone conversation with Mr.Hutchins^ 
Q You prepared that memorandum? 

I think I dictated it to my secretary. 

» , 

All right. 

.* y 

Do you know when you prepared it? When did you 
dictate it? 

• , • f m . 

r * • 

A Immediately after hanging up on the telephone. 


A 

Q 
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. Q And aa best you can recall what was said by you » 

and what was said by Mr. Hutchins during that phone conver¬ 
sation? V.-V‘ • * 


- - -— C-vwmv V* — 

•; i ? . . / -V : ///..*■ 

• • ♦ V >• :« fr *•■*. • 

• ' . -.**•' ■'* ; . V * *{ *. * S .* 

A M a. a_^ _ * "A. 


* *♦ a # * . % ‘^ • **V * V ’^5 V[V • ’ ■, 

'. Hutchins definitely said that we had a deal, - 

they are in registration, that he had hoped they would be 

« * # ' • 

out of registration in some ten days. Z didn't think that 

, » • .. 

was possible so I made the memorandum "That's questionable"; 
that's my part of it. He told me he was informed by his 
lawyers that a definite commitment should not be made within 
two month j of registration. 

We agreed, he and X, that I should go over The 
Railroad with whomever of his staff I wanted, consider its 
physical condition, and in my — my feeling was X would 
like to know something from him about each of his staff mem¬ 
bers and his president .X 

Q Let me ask you a final question about this phone 
conversation and the memorandum which is Exhibit No. 3 
marked for identification. 

You will note the last few words are "If and when 
we have a consummation date." Were those words which Mr. 
Hutchins said during the conversation? 

THE COURT: Now, you see, you are leading ag?~in. 

^ what is the origin of those words? 

A I pu 1 ". that down so that I would be prepared to 
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•elect the sta£f to run The Railroad. If we had a deal. 

. ' .v • ' • * v ■ ;, : 'Y 

It's been some three weeks since X have heard from him on 


So X am beginning to get a little shaky as .to whether X 

•t , , . t . ** i ; . *"• *>'. »< ’ '&'• 

* • .. ' .» ' * 4 • 'V T . J . 3r , •. ,f, 

had a deal. '*• . '** \ ■•t 


• a * That was my summary of how I felt after that con 

• • -* •• •. : 

versation. '* r , . J 

> ’ * e • , -• 

Q Do you recall making an inspection trip of The 
Railroad some time in July 1969? 


MR. KUSHNER: Your Honor, if X am leading on that 


it is only because it is an agreed finding and I will stop 
immediately after the preliminary. 

Q Do you recall how that came about, the inspection 


THE COURT: Just a moment. Let ma see that Exhibit 


No. 2 again 


THE XTNESS: Yes, sir. (Handing.) 


THE COURT: Thank you 


Read the last question to the witness so that 


(Question raad.) 

MR. KUSHNER: Let me withdraw the question because 
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Z think it's already been answered previously. 


3 

Q Mr. Dumaine, how long did that railroad trip take? 


4 

A About three days. 


« . 5 

• * ; ’ 

* • * 6 
w 

* • 

‘ vQ Who went with you? * •: yV .. 

1 * •* " • ■ *’■ 4r• ’ 

A Most of the staff and the president Jerry Stroud' f. 

» 

7 

and my son Dudley Dumaine. And Wendell Reuse, a railroad 


8 

analyst. 


9 

* j 

Q Did you have any discussions with anyone at Bangor 


10 

Punta immediately after the trip on The Railroad? 


II 

A Yes, sir. 


12 

Q With whom? 


13 

\ * 

A I met with some of the families of the staff and 


14 

some of the directors, Gordon Robertson, Mr. Hutchins, 


15 

a number of their directors. 


16 

i 

| 

Q Where did you meet with Mr. Robertson and Mr. 


17 ! 

i 

Hutchins? 


10 ; 

i 

A I think on our return from the trip it was at 


19 

the country club in Bangor for a dinner. 


20 

Q Do you recall anything that you said to Mr.Robertsoi 


21 

or Mr. Hutchins at that time and anything they said to you 


22 

about the Railroad? 


23 

TH£ COURTt Will you-fix the date on that? 


24 

C Do you have the date of that? 

t '• * 


25 

A Around the— 
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THE COURT: What were the three days involved in 


the inspection trip? What three days 


MR. KUSHNER: Your Honor 


that it occurred during the week of July 21st 


of Mr* Ryan's agreed findings 


THE COURT: All right. July 21st week 


Now when was this dinner? 


THE WITNESS: I think it was the 25th, wasn't it? 


MR. KUSHNER: May I have this marked for identi 


fication, your Honor. I will show you something which may 


(SEC Exhibit No. 4 marked for identification.) 


Q I show you Exhibit No. 4 marked for identification 


and ask you if that refreshes your recollection as to when 


you mat with Mr. Robertson ard Mr. Hutchins (handing) 


A Thursday, July 24th, In Mr. Hutchins' writing 


It was dinner at the country club that night 


Q Does that help you fix the dates of the trip on The 


A Naturally 


Q When were they? 
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22 


A 

0 


At best you can recall what did Hr. E^cchins say, 

* * * i'A,;,/ J • *••••• 

wha did you say, what did Mr. Robertson say when you net l 

• s , •- . . ... ... 

them at the country club, only insofar as concerns the •••?. 

* # • • » ^ « ** >•/' ‘*V' | •? ’* * <* 

Railroad? . *' r * - 7 


• A Both of then asked me as to my opinion of the • 

• ’ • •» . , 

condition of the property and the equipment and Z definitely 

* 

• * ' , 

said Z was very pleased with what Z saw. A lot of work to 

* t , 

be done, but compared to a lot of other railroads that Z 
knew about it was in pretty good shape. 


Q And — 


A The same conversation for both gent?"men. 

Q What did they say? 

A They were pleased. 

. / . 

0 Was anything said at this time about when there 

* \ . 

would be a closing on the Railroad? 

MR. RYAN: Objection, your Honor. He is leading 
u>e witness. 

i 

THE COURT: Sustained. 

MR. RYAN: Please. 

THE COURT: What else did you talk about in re¬ 

lation to the Railroad? 


sir. 


THE WITNESS: A good deal about the employees. 
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THE COURT i What else? v What other subjects?,.., 

THE WITNESS* Traffic. 

THE COURTi 
. THE WITNESSi 



■ *■ ' V • 

l anything?^',' - 

77 . • 

• 1 • *?»* ••• . •*. * * 

# . ■ • a • 


THE COURT* Yes.', What else if 

m 

*• the witness* Then it turned mostly into » social;. 

• • ’ . *• V/V 

evening# sir. - . * • * 7 

„ • MR. KUSHNERj May Z have .this marked as Exhibit . 

# *; * - . • . . 

No. 5 for identification, please* .%''yMjt- ,: v!S,‘ } 4 

» • • •» ’ • ;.•»*’. • v ‘ 

. >' * (sec Exhibit 9 marked for identification.) . : . • 

Q Mr. Dumaine, are you able to identify Exhibit Mo. 5 

•• . _,. •• . • • - • 

marked for identification (handing)? “ 

b. I identify this exhibit as a special meeting of ^ ^ 

the directors, August 28th, 1969# at 10*30 in the morning, * 

• «• *' *_ i: 

of Amo8keag, signed by the secretary. /.Ves, I do.;.. 

* * ' *. I V* • **• * 

Q Do you recall making any report to that meeting 
of the Amoskeag directors about the Railroad? 

A I did. 

q And as best you recall what was the substance of 
what you said? 

A well, in the exhibit there was a vote of the board. 
MR. RYAN: Your Honor, is the witness reading from 
the exhibit or is he testifying as to what his recollection 

is? 
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THE COURT: Mr. Duma in a, the lawyer wants to know, 
Mr. Kushnex wants to know, what did you tell the board be¬ 
fore they voted? 

THE WITNESSt I reported about the trip, condition" 

; & " ' "r 'f 

of the Railroad. Z reported also tty conversations with the 
president of the Maine Central. And Z recommended that they 

« . .. " V 1 

go through with the agreement that Z thought we had, and 
got a firm proposition from the board end e vote in this 

4 ' 

• , I « 

exhibit giving me the right to go through with the five 
million dollar offer. 

THE COURT: Prior to that time did anybody give you .. 

• * * \ * •' 

the right to go through with anything? .X • • 

• * v -' x ,-v/.; ; 

The WITNESS! Almost, your Honor, if Z may — *• - 

• • » * • » * • * % r C* * ’ 

: » » • 

the court: Almost is not the saae as yea or no. 

• •. .->v. :■ V 

THE witness: Z usually make the decisions# yes, 

- * * . * V* -X': 

sir. • 

\ , * • • 

—- THE COURT! You mean it was a one-man board? . ' 

THE WITNESS: Not always, no. Z always looked to . 

. ' .* . ’ v 

my board but they expect me to do what is right. Z make the 

. * * , • \\ • «' 

decision. They ratify. They have only disagreed with tte 

once in my history. , X 

.. »* r 

THE COURT.: You testified a moment ago that you 
got a firm right to go forward. 

THE WITNESS: That's right. 
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THE COURTS Did you have such a firm right prior 
to that vote? 

THE WITNESS: Having reported to the exec commit- 

• * 1 : .' ' « :: 
i ■* • 

tee— Z have forgotten the date, the exhibits there — Z 
thought that was enough authority. 

THE COURT: This is August 28th? 

THE WITNESS: No. This was May 20th. 

MR. LIMAN: Your Honor, that is Exhibit No. 1,1 

believe. 

THE WITNESS: 20th of May (handing). 

THE COURT: All right. 

Off the record. 

(Discussion off the record.) 

THE COURT: On the record. J. 

BY MR. KUSHNER: 

q Mr. Dumaine,are you able to identify Plaintiff's 
Exhibit No. 6 and 7 marked for identification (handing)? 

A I identify Curtis Hutchins'Bangor,Maine's letter 
of September 2nd, 1969 signed by him and addressed to me, 

, • * j * '■ , • 

yes, sir. 

. 4* i 

Q Do you recall receiving that letter? f 

A I do. ■ 

* , • « . . * • • *j 

q That is Exhibit No. 6 marked for identification? 

A Right. 
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HOW about Exhibit No. 7 narked for identified- 






™* 18 * oenorandun on Dead River Company; Bangor. 


•; vj* 


. Maine paper dated August 21st, 1969, from ‘ 

Statu* of a »ax study of the Bangor & Aroostook. 
fe*, sir, X do identify it, 

Q You will note there is another document attached — 

MR. RBUIt y our Honor, the witness Identifies then. 

Is he — 

* . 

MR. KUSHNER: x win ask bin in a nonent. Let's 
Just clear up the fact that Exhibit No. 7 narked for iden- 
tification contains two docuraents. 

4 Jr- ' ♦ 

Q You recognize a second document? 

A I do. 

* . •; , ' 

Q Do you recall whether or not you received Exhibit 
No. 7 marked for identification? 

A I did — 

V■. * ’ '• 

0 Or copies thereof? 

• * .. < 

MR. RYAN: Excuse ne, your Honor. He said he re¬ 
ceived Exhibit No. 7 but then he secned to hold up Exhibit 
6 in hie hand. , ■ 

f • ■•S’’ r '• , .*? 

MR. KC7SHNSR: He said it came with this letter, 
pointing to Exhibit 6. /« 

A This letter — / 
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MR. RYAN: You received both document*? 


THE WITNESSt The same way. 


; M 

. V. 


Q Areyou able to identify Exhibit No. 8 marked for i 

* * * * . * 1 / • * * 

• . * • • . . • ■**- ► , : y.fc+z/-; '. - •: 

identification (handing)? 




' . ■ . * , r <.;• .-.V 

• >> v - V-; »' i,v.« 


A Oxrtia Hutchins Bangor, Maine, September 3rd, 1969, 

► • • .* . 

J •' 


•*«r 


addressed to our chief office clerk— 

MR. RYAN: Your Honor, the question was did he re¬ 
call receiving it. 

THE COURT: No, can he identify it was the question. 
THE WITNESS: I am identifying what I have in my 

hand. 

A — addressed to Tom Casey and signed by Curtis 
Hutchins. 

Q Do you recall receiving that? Do you recall re¬ 
ceiving that letter? 

/ «, - 

A Well, this was addressed to Torn Casey and he gave 
it to me on my return, yes, sir. * 

Q Your return from where? 

A Well, I was out of the office, I think I was fish¬ 


ing, 


Q 

A 


Do you recall about when you returned? 

Ob, shortly after the 3rd, yes. 

. j 

Q You will note that the letter requests to have 
your — well, rather than summarize, let me read you the 
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last paragraph: "it occurred to" _ 

THE COURT, Why don't you Just ask him simply wha t 

if anything did you do about the letter. 

• » 

o What if anythin, did you do in r.spo„. e to this 
letter, which is — 

A I phoned Curtis Hutchins on the 9th - on the 0th 
day of September. 

Q And what did you say to Mr 

1 u a«*y co Mr. Hutchins and what did 

he say to you? 

A Tried to lay out a time schedule for closing. 

I had to trustee the ownership we had in Maine Central 
stock, and had hoped we could close at the end of th.ir 
fiscal year, which was September 30th. So at least by the 
Ut of October we would have the thin, finished with. 

Q Did you get a time schedule with Mr. Hutchins? 

Did you get a time schedule with him? 

A He agreed— 

MR. MAH: objection, your Honor, he i, leading 
the witness again. 

the COURT: All right, bear in mind that part of. 
what we are doing here is for me to evaluate who i. tes- 
tifying. So go right ahead. 

Q Mr. Dumaine, whose handwriting on that letter 
which is Exhibit — 
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Q — Exhibit 6 marked for identification? ■.. 

A Xt ie my pencil. My notea. 

’ 4 • . , 

MR- KUSHNER: Your Honor, X vant to make aure ' *■ 

• -jj. . ' 

that the notes are legible. They are not In evidence. At 


the same time the witness won't be here when X offer the 
exhibit in evidence. 


MR. LIMAN: I understood everything la offered 
subject to an objection as to relevancy, materiality and 


competency. 


THE COURT:I thought I made it perfectly clear. 

Xf you want me to repeat it I will repeat it. All exhibits 
are In evidence. Their authenticity and competency having 
been conceded by all parties. The only issue is their 
relevancy and materiality which will be determined at the 


close of the trial in connection with the determination of 


the case. 

Is that clear? 



MR. KUSHNER: Yes, sir. 

I • 

Q Mr. Duroaine, can you please read your notes on 
that letter? 

t ’ . • * 

A "Phoned Hutch 9-8 re time schedule, trusteeship — 
trustee. 9-29. purchase 10-1-69" and my initial at the , 


bottom "D.° 
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W What does trustee refer to? v. 

A 2 didn't hear. 

m 0 u “** *“* m 

. * * **“**• right, trustee. 

• THEC00RT ‘ He wants to know what it means^ 'k"'. ^ 

Q What does that mean? “ V s 

the witness* Sir? 

THE COURT i He wants to know what it means. 

* Oh, it means that; we had to trustee the «. lne 

Central stock that H-oskea, owned whlch M ^ 

d ° h3d arr “ 9ed " ith «“ *~in, Trust Company to do so 
prior to making the final purchase of Bangor t Aroostook 
Railroad. 

This is a thing the icc insists on, have for a 

great number of vear« I 

»• No one company can own two railroads I 

without their permission. 

° *“* lett “' 6X1,11114 8 ^r identification, 

talks about financing arrangements. 

- Md y °“ 8Ver di8CUFe tha t with Mr. Hutchins? I 

MR. RYANi Objection, your Honor. He is again 

leading the witness % At i M »*. u . I 

At least he should fix the time. ; 

THE COURT: Overruled. 

MR. KUSHNER: I will. I 

the -OURT* Did you talk to Mr.Hutchins on that I 

southern district court reporters I 

'“*~wSTS> 





cag 


uuiuaine-airect 


subject? 
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j 

i 


; V *. **• 
; -■ ;... 


i. . t • ( 


» % .... .• - . ^ 

on the 8th day of September and discussed with him t&e time 

» • < , * •* 

schedule. 

Q well, I am asking about the financing arrangements 
In this letter. 

A Well, while I was away a lot of discussion was 
being held by the Bangor people and sane with ours. As to 
a change in the kind of a contract different than what I 
thought we had agreed on. The agreement wasbuy the Railroad 
stock from Bangor Punta for five million dollars or on some 
such terms that equalled five million dollars basically. 

Some time in August they goe a change of heart 
and they wanted to change the deal to an asset sale and an 
asset purchase by us. And a lot of discussion was made, 
a lot of studies were made as to the tax consequences of the 
two deals. 

Q Do you recall-- 

THL CCUFT: Who made the tax studies? 

THE WITNESS: Bangor Punta made the tax studies, 

submitted soma papers to us. I had our auditors and our tax 
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people end interstate commerce people and our railroad ana** 
lyat all review their studies. 


- ■ ■.■*• • 

• * . * * ‘ i I .*1 

.v • • • •: r -w, ~ 

■ i v-' ■ * > I 

_ M m _ _ a I _ a m' :■* a _ k il 


* Q Does Exhibit No. 7 marked for identification have , 

!>; i 

> ' •xQ-f&l, • 

any connection with what you have just been talking'about - 


(handing)? 

A Yes. 


-• V 


Q What? 

A Do I have to identify this again? 

Q No> sir.No, sir. 

A ?es, it does, part of their studies. 

Q That refers to Bangor Punta's studies? 

A Yes, sir. 

Q Do you recall having discussions with Mr.Hutchins 
about this assets subject? 1 

A Yes. 

Q And doyou recall when those discussions occurred? 

A Especially with me in September when I got back froni 


my trip. 

Q Do you recall how many such discussions there were 1 
between you and Mr. Hutchins? 

A Well, it had to be more than one. I would say three 
or four. 

Q Can you fix approximate times; early September, 
mid-September? 
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m 

r . * 2 

> * . 

. 3 

• .. 

L—** > 

*. r. 5 

• *'%> 

% .* • 

* A Mid-September. 

Q Can you state In substance what you said and what 

* • » 

t* Mr* Hutchins said? vV' "•** . ,\vV •• ’ -/ ' 4* 

.«*, •• ! ... ?"-** o *, . .. ‘ '• * • v ' *• 

0 S •' V : ' • « *.» * .• . . ‘ . • 'v- . *r- '*-rV ■ -.> 5 5 .. -r 

r V 'A The auditors and tax people having reported to,ne»f,' 

• •* t' «•; * ■ > ; ■ i 

that it was not to Amosksag's best interest to change the • f 

deal» I had Arthur YoUng*8 men cose to the office and explain 

7 

8 

% 

their side to Mr. Hutchins. Z asked him, "Hutch, would 

9 

you ' — if you were running' Amoskeag .would you change the 

10 

deal and X was running Bangor?" 

11 

He said. "No*" 

12 

I said. "Well, you can't expect me to change the 

13 

deal." 

14 

That's the substance. 

15 

THE COURT: Was this before or after the time- 

16 

1 

table was fixed? 

17 

THE WITNESS: It was after September 8th, sir. 

18 

THE COURT: In the memorandum that Mr.Kushner gave 

19 

you where you wrote on it the words "Trustee"? 

20 

THE WITNESS: Yes, sir. 

21 

THE COURT: You explained that word. You also 

22 

wrote tha word "purchase October 1-69" but you didn't 

23 

explain what that reference was. * , 

24 

THE WITNESS: That was the date I thought would 

i 25 

be most convenient for all to complete the purchase. 
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Of what? 


' V>| ,A ’ October 10th — let. 

r •*V * « '**/*• •* *- 1 v - , V\/-; ... s. 

• 0 * Purchase of what?, '• j >* • 

‘ . , ;• * : * : <**' - ~ _ ■>?;:> lv. 

♦ A*'. The Bangor and Aroostook stock. -.y, ■■ 

# f * * • i 1 ’ ' . . 1 > 4 .V? VI".'*' ■ 

• 4 • » ** T •* W# •• . . v -. • kl ’ * 

. q Are you able to identify the signatures or Exhibit 


. : * \ 


9 marked for identification (handing)? 
X am referring to page 20. 

A Yes# sir. 


Q Please do. Whose signatures? 

A Under Bangor Punta by Gordon Robertson# Chairman# 
and by myself under Amoskeag# F.C. Dumaine, Jr., President. 
Q Do you recall when you signed this exhibit? 

A This was all on the second day of October, about 


five or six o'clock at night. 

q Can you Identify Exhibits 9 and 10 and 11 marked 

for identification (handing)? 

> , 

A Exhibit 9 is agreement between Bangor Punta and 

Amoskeag dated October 2nd, 1969. I do. 

10, item 10 is agreement# memorandum made out as 
if it was to be signed by Bangor and Amoskeag# and its ref¬ 
erence— let's see the agreement is pertaining to the sale 

agreement of October 2nd; yes, I do. 

Q And Exhibit No. 11 marked for identification; do 
you recall if you did sign the original of Exhibit 10 ior 
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identification? 

A Well# Z signed 11. 

q Are these exhibits, 9, 10 and 11 marked for identi- 

* • *' • 

• . V 

fcation the final agreements for the Railroad purchase by 
Amoskeag? 

4. f. ' ' 

A Yes. 

Q incidentally# there is a reference in Exhibit So. 

10 marked for identification to Sears Island. 

What is the present status of that island? 

MR. RYAN: Objection, your Honor, as to relevancy. 

A Sears Island is a piece of property in Sears Harbvr 
Maine# off the coast of Maine# about a thousand acres of 
land. At that point on the shore the Bangor £ Aroostook 

serves tho oil distributing center and the Sprague Die- 

• \ ' 

tributing and our own dock. 

Q What I would like— 

A The present status# at the time of the purchase 
it was under option to buy by a company. That ran out last 
month. The Bangor Railroad made an option to lease the 

ft' * 

island for a big oil refinery and other things. 

Q It gave an option? 

A They have an option through May 1st of this year. 

q Referring to — not to the Railroad but to the 

other party? 
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To the island. 


MR, KUSHNER: May I have these marked for identl-' 


fication, please. 


(SEC Exhibits 6,7,8,9, 10,11 marked jfor identi¬ 


fication.) 




(SEC Exhibits 12 through 19 marked for idea- ••• 
tification.) 

Q Mr. Dumaine, can you tell me whether or not Ex- 

•* i 

hibit 12 marked for identification is a copy of something 
you received {handing)? 

A Exhibit 12 is dated May 12th, 1969, addressed to 
Mr. Hutchins in New York. It is 3igned by Jerry Stroud, 
President of the Railroad. , 

1 

Yes, I do. 

• ■. ; i . 

Q Did you receive a copy of that? 

A Yes, sir„ 


From whom? 


Mr. Hutchins. 


When? 


Why? 


When? What date, if you can recall, Mr. Dumaine? 
Well, it was after May 12th. Soon after. 

1559? 


Yes, sir. 


FC'Jr .VS 
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Q Are you able to identify Exhibit Mo. 13 marked 


for identification (handing)? 


A Exhibit 13 is the Bangor ft Aroostook Railroad Com¬ 


parative Income Account for March 1969 compared to March 


1968 and for the six months ending March 1969 and 1968. 


Tea, sir. 


Q Have you seen that exhibit before? 


Yes, sir. 


Q Or a copy thereof? 


Yes. 


Q When? 


Sir? 


Q When? 


A J. think it was sent along 'with the numerous other 


reports that we had that you have just shown me. 


Q Are you referring to Exhibit 12 marked for identi¬ 


fication (handing)? 


A I think so, yes. 


Q Sent along by whom? By whom was it sent? 


A Mr. Hutchins had it sent to me. I think the staff 


probably made it. up and mailed it. 


Q Are you able to identify Exhibit No. 14 marked 


for identification? (Handing.) 


A This is a Dead River Company report dated May 22, 
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1969. A complete list of the board of directors of the 
Bangor ft Aroostook Railroad and their companies and so forth 
that they are associated with. 

• . i*. *;. •• * 

Q Have you seen that exhibit before? 

A Yes, sir, I asked for it. 

Q When did you ask for it? 

A I think I asked for it about May 15th when these 
other papers all came in about the same time, Mr. Kuahner. 

Q Referring to Exhibits 12 and 13 marked for iden¬ 
tification? 

A Yes, all came about the same time. 

Q Who sent you Exhibit No. 14 marked for identifica¬ 
tion? : 

t • * * * •* . • 

A I asiced Mr.Hutchins for it and he had it sent. He 

* i 

might have sent it himself or he night have had it sent from 
his office or from the Bangor & Aroostook office. But the 
Dead River office is the one headed on— a letterhead of 
Dead River. 

3 Are you able to identify Exhibit 15 marked for 
identification? 

A It is dared September 4th, 1969, a memorandum from 
my top office man Tom Casey, T-.H. Casey, addressed to me. 

Q Did you receive that memorandum? 

A Yes, sir, I did receive it, naturally. 
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Q Do you know whether Mr. Casey prepared this mem¬ 
orandum in the regular course of business of Amoskeag? 

. - ■' u • 

A Yes# sir. 




Q DO you know whether it was the regular course of 




business of Amoskeag for him to prepare such memoranda? 

A Yes# sir. 

' » 

Q Your answer to both questions is yes? 

A He has to prepare them and he vas assigned to it. 

Q Are you able to identify Exhibit 16 marked for 

I * ,i 

identification? (Handing.) 

A This is a confidential memorandum prepared by 
counsel for possible use in litigation addressed to me. 

Q Which counsel prepared it? 

A This was a— prepared by John Davidson of St.Louis 
one of our ICC counsel# and in conjunction with Mr.Cole'8 

office they prepared this— isn't that right? / 

•» * • * 

Q Do you recall when you received that memorandum? 

A THis is during September# I haven't the slightest 
idea of the date during September# but it was pertaining 
to all their changing of the original agreement. 

Q Do you recall reading that memorandum in September 


of 1962? 


Ties, sir. 


Q Af.d do you recall what If anyth ng you did as a 
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result of reading*it? 


^ 6 ^ 


A Well, this is only part of one of the reports of 
what Z expected from numerous people; Mr. Reuse was to give 


a report. • t ~ 

V 1 V- •;<■# ■ 

0 Are you rble to identify Exhibit 17 marked for".": 
identification? (Handing.) < - 

A X do. v 




0 What is that? 

A September 17th from Wendell Reuse, questions to . * 
be asked about Eangor a Aroostook acquisition via assets 

versus or stock purchase. Yes, sir. 

• ^ ' . * 

Q Is that the memorandum on Mr, Reuse that you 

were referring to a few moments ago? 

. * • • i > , 

A Yes, sir. 

• • * 

0 Do you recall when you received it? 

A About-had to be right after the 8th — 17th of 

September. Probably was that day. I think he was in Boston, 

*• **.* * 

brought it with him. 

Q Do you recall whether or not you relied on these 
memoranda. Exhibits 16 and 17 for identification? 

MR. RYAIJ: Objection, your Honor. 

MR. KUSHNER: I will withdraw the question. 

Q What if anything did you do as a result of reading 
these memoranda? 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


A 


Did I do? 


Q Yes. 

A 1 prepared myself and my company's affairs so that 
I could insist on getting the common stock of Bangor | 


Aroostook Railroad and take such steps as was necessary 
under ICC and other government agencies to carry out roy 


agreement to buy this property. 

Q Do you recall receiving the original of Exhibit 
No. 18 marked for identification (handing)? 

A Dated September 15, 1969 addressed to me and signed 
by Curtis Hutchins. I do identify it. 


Q Do you recall receiving that letter from Mr. 
Hutchins? 

A Yes, sir. 

Q Do you -recall whether you received the letter 
shortly after the date on the letter? 

• * 

* ' ’ * 

A Yes, sir. 

Q Are you able to identify Exhibit No. 19 for iden¬ 
tification? (Handing.) 

A This is on the letterhead of Greenfield, Davidson 
& Mandelstann, St. Louis, dated September 19, addressed to 
Amoskeag, attention to myself, and signed by John Davidson, 
Jr., copy to Mr. Cole. 

Yes, sir. 
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Q Do you recall whether you received that letter. 
Exhibit No. 19, shortly after the date of the letter? • 

A Yes, sir. 

Q And you did? You did? 

•» • v^ 

A I did, yes, sir. 

MR. KUSHNER: Excuse me for a moment, your 

Honor. I have no further questions. 

THE COURT: All right, we will take a short 

recess. 

(Recess) 

CROSS-EXAMINATION 
BY MR. LIMAN: 

• * • A 

Q Mr. Dumaine, I direct your attention to 
Exhibit No. 2, which is the May 27, 1969 letter (handing). 

On Mr. Kushner's examination you testified 
that when Mr. Hutchins gave you this he said that the 
deal was subject to the approval of th*» Bangor board, 
is that correct? 

• / * 

A Yes, sir. 

Q Did Hutchins tell you anything about the 

attitude of the Bangor Punta board toward thifl deal? ;" 

f »» 

A Well, it was a surprise to roe that he had ' > 

* * * • * * ■ 

bean selected to negotiate — 

0 Well, what did he say to 

i • 
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MR. RYAN: Objection to that. 

A He said to ine that he had been authorized to 

•i** 

negotiate with me. That was a surprise. 

Q Did he say anything to you concerning the V ■ 

■ r , • % * .,»?***' 

attitude of the individual members of the board concerning 
a sale of the railroad at $5 million? 

A The attitude of the board was they felt — 

MR. RYAN: Objection, your Honor. Is he 

testifying as to what Mr. Hutchins said or — 

Q What did Mr. Hutchins say? 

A Mr. Hutchins said that the board took it -out 

of Mr. Salgo’3 hands, I had negotiated with Salgo, as you 
know, many months and years, and that he was to negotiate 
with me for a possible selling of this property. 

Q And you said that you had negotiated with Mr. 
Salgo. Was that in the past? 

A Yes. 

Q And had you been able to reach terms with Mr. 

Salgo? 

A Nothing definite. 

Q When did Mr. Hutchins tell you that the board 

had. taken it out of Mr. Salgo*s hands? 

A He may have intimated it on the phone, but 
when we made the date on May 12 for lunch was the first 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

Foley Square. N.Y., MY. 10CJ07 telephone: COrtland 74580 










cmr ^ Dumaine-cross 2273 A 

he told me directly.- i understood it was wholly in his 

hands. 

• ' !• #*■ 

• 'V * y . ■ 

Q Did he tell you why they took it out of Mr* 
Salgo's hands? 


A They had had a dispute as to how it ought to 
be handled. Who should handle it. , 

Q And that they had authorized him, Mr. Hutchins-- 

MR. RYAN: Objection* your Honor. ' '•••. 

He is leading the witness. 

THE COURT: I am not unaware of who is 

testifying when these things occur, so you needn't — 

MR. RYAN: All right, your Honor. 

THE COURT: — worry about that. I will accept 

the answers of counsel as counsel's answers whenever counsel 
puts the answer. 

MR. RYAN: Thank you, your Honor. 

THE COURT: Go ahead. 

Q Did he tell you anything else concerning 
where the board stood on this deal? 

MR. RYAN: Fix the time, please. 

Q On or before June 16, 1969. In these conver¬ 

sations you had in May and up through June 16. 

A Well, I think I have already testified that 
it had to be subject to board approval. His attorneys 

SOUTHERN DISTRICT COURT REPORTERS 
Uniteo States Court House 

Foley Square, n.y.. N.Y. 10007 Telephone: OOrtlano 7*4580 







cmg 4 Dumaine-cro38 2 2 7 4 A 

* * / 

had told him that they shouldn't make any definite deal 

• ' ), » 

until they had gotten out of registration. Hell, X , . 'y , 
knew the problems of SEC for any management, they are 

A • ■ , •r :'** * * 

voluminous and have difficulty. And so X realized that- 
we just have to wait. 1 

q Fine. 

MR. LIMANS Fine. Thank you. 
CROSS-EXAMINATION 
BY MR. RYAN: 

Q Mr. Hutchins, you testified on your examination 

/ 

that you called Mr. Hutchinsand arranged to meet him — 

THE COURT: Read that back to him, please. 

(Record read) 

MR. RYAN: Excuse me. Mr. Dumaine. 

q Mr. Dumaine, you testified on your direct 

examination that you called Mr• Hutchins and arranged to 
meet him on May 12, is that correct? 

A Yes, sir. 

q Now, you also testified, Mr. Dumaino, that 

during the course of the conversations on May 12 Mr. 
Hutchins told you that he had full authority to make an 
agreement on behalf of Bangor Punta to sell the Bangor and 
Aroostook. Do you recall that testimony? 

A Yes, sir. 
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Q . Is that testimony.correct? 

A ‘ X am sure it is. 

0 You are certain of that?. 

* • •• j 

A Yes, sir. 

* * . . > - 

Q Then you testified that you had a subsequent 


meeting on May 15, probably three days later, with Mr. 
Hutchins, is that correct? 


A Yes, sir. 

Q Now, during the course of the discussions at 
May 15 was there any discussion at all concerning Mr. 
Hutchins' authority to act on behalf of Bangor Punta 
regarding the Bangor and Aroostook? 

A There was no other feeling on that day than 
there was on the 12th. 

Q Well, you say "feeling." There was nothing— 
A There was no change at all. 

Q No statement that his authority had changed? 

A No, sir. 

Q Then you testified, Mr. Dumaine, that you 

had some conversations with Mr. Hutchins after you received 

Exhibit No. 2, which is the May 27 letter (handing)? 

• . • 

A Yes. < ' 


Q Now, during the course of these conversations 
with Mr. Hutchins concerning the May 27 letter was there 
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any discussion at all concerning Mr. Hutchins' authority 

i V 

to enter into an agreement binding Bangor Punta to sell 


? • 


its Bangor and Aroostook stock? 

*. Pretty long question. 






; '• 4: 
. . - r 


■ . 1 > I 

... 


Q 

A 

at all. 


Do you wish the question read back? 

X didn't understand his authority had changed 


Q X asked you whether there was any discussion 
concerning what his authority was. 

A He did not intimate there had been any change 
in his authority. 

Q And so that as of this discussion concerning 
the May 27 letter you still were under the impression that 
Mr. Hutchins' statement to you on May 12 that he had 
full authority to bind Bangor Punta to sell the BAR stock 
was still in existence, is that correct? 

A Yes, sir. 

Q Do you recall, Mr. Dumaine, Mr. Ackell of 
Chris-Craft taking your deposition in this matter on March 
9, 1970 in Boston? 

A Yes. 

•, * /H 

Q And do you recall being asked these questions 

and giving these answers, and they appear on page 37. 

There is no line number to it, but it will start at the 
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first question on page 37 and continue to the top of page , 

' 39 h*. \ 1)0 yoi f f eCa11 bein 9 asked these questions and giving '* 
these answers: > . '/Vr.V *h’4.: 

*•* ^ When was the next meeting with Mr. 


When was the next meeting with Mr. Hutchins 
concerning the B &A ? . * t ■*\ 


concerning the B &A ? • - * ^ ' • , t ' 

• . .. w e • • ■ ‘ y •'* .‘•M*.-- r4/} 4 

•, . " A * Xt wa sn*t so long after the first one, a few •: 

• ’ * • • * 


days. 1 * 4 „ v - ' • 

- •• •• 4 ' ■ ; ' ■ 

So we are talking about the May 15 meeting. A 
Q Mr. Hutchins came back to Boston? c 

A Yes, i think it was Boston, Yes. x didn't 
go to New York. We met anyway. 

Q How wa3 that meeting arranged? 

"A On the same terms. 

Q Did you call the meeting or did he? 

A It was arranged that we would get together 

shortly to see if we couldn't come to a meeting of the 
mind3. 

Q How was the earlier meeting left with Mr. 
Hutchins? was anybody to do anything? 

"A He had to go back and talk to his board and 
his officers. I think there was a great deal of 
disagreement amongst themselves." 


deal. 


MR. KUSHNER: Your Honor, the word is "good 
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MR. RYANs Good deal. Excuse me, 

"Q Now he came back a few days later to 


Boston, is that correct? 

"A Yes, Z think it was Boston. 


• - 'i 

. ’• ■ >• 


-• -v. 


"Q What did he tell you about what had trans¬ 
pired in the interim period? 

"A He just said there was the usual confusion 
at Bangor Punta as far as selling their railroad for such 
a low price and they weren't wholly in accord. 


*Q Was he talking about a sale of assets of 


stock? 


"A Stock. 

"Q Did he report to you what happened in his 

discussions with any of the officers? 

"A Yes, generally. 

"Q What did he say? 

"A I just told you. 

"Q That there was a disagreement? 

"A Yes. 

"Q Did he indicate that he had discussed the matter 
with the Bangor Punta board of directors? 

"A You mean in a joint board meeting? You mean 
in a regular call msGting? 

"Q Any kind of meeting. 
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"A X wouldn't know that. I know he talked 
to numerous members, that is what they would normally 
do outside of the meeting. • • 

"Q X am asking what he told you. * 

"A He just told me there was a good deal of dis¬ 
cussion that he was negotiating for the board and for the 
company but all subject to the final approval of the 
board and of the problems he was having with some of them 
one of them was ray friend Nick." 

Do you recall being asked those questions and 
giving those answers? 

t* 

A Yes, sir. 

Q Were those answers true at that time? 

A Sure. 

./ • 

* • 

Q Now I direct your attention again to the same 
deposition and beginning on page 47 — 


THiS COURT: May I inquire? 


MR. RYAN: Excuse me. 

THE COURT: If they were true then are they 


his testimony now? 

Q You say they were true then, is that your 
testimony now? 

A Yes, sir. 

Q On top of page 47, and I will continue on 
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through portions of page 49. Do you recall being 
asked these questions and giving these answers on March 
9* 1970 when being examined by Mr. Ackellt 

"Q I show you Chris-Craft Exhibit 54, which is a 
copy of a letter from Bangor Punta Corporation dated May 
27, 1969 addressed to you and indicating that it was 
signed by Curtis M. Hutchins, and I ask you to read that, 
please. 

I got this but it wasn't signed." 

i 

Then it's recessed. 

"Q Back on the record, Mr. Dumaine. Have you 
read Exhibit 54 for identification? 

”A YQ3, sir. 

"Q Do you recall ever seeing the original of 
this exhibit? I will show you what I have got. Doyou 
recall here jday having received such a letter from 
Bangor Punta? 


Yes. 


"Q Did you mean thatit had not been signed 
when you received it? 

"A Yes, sir, he definitely stated it's not 
signed but this is what we think we can do." 

It's blurred out — 


MR. LIMAN: 


'It's not signed, this is what 
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'It's not signed, this is what we think we 


can do. 


•r- ' ; 

"Q Mr. Hutchins stated It wasn't signed? . ^ v.;^ 




"A That is why he handed me to read his letter 

♦ 

• , / 11 • 

enclosing it. * ‘ 

"Q The Exhibit 54 letter, did you receive this 
in the mail or was it handed to you by Mr. Hutchins? 

"A I can't tell you whether he handed it to me 
or it came in the mail. 

"Q Did you discuss su .h a letter with Mr. 
Hutchins before you received it? 

"A Before, yes. 

"Q Before he wrote it? 

"A Probably. 

"Q Before he wrote it? 

"A Yes. 


letter?' 


What did you and Mr. Hutchins say about the 


THE CODRT: "Such letter." 


Q "About such letter. 

"A It was all in that first meeting we had when' 
I told him what I thought we could do. 

"Q Did you discuss with Mr. Hutchins sending 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court house 

Foley Square, N.Y., MY. ICOCP Telephone: OOrtland 7-4580 
















cmrl2 


Dumaine-cross 


2282 A 


53 


such a letter but without a signature? 

"A I didn’t discuss it. He told me. 

"Q What did he tell you about this letter? 

"A It was just a memorandum of what he thought- 

p * 4 

I had meant in my offer and he said there is a dispute 
here and X can’t sign it, I haven't got authority toi. 

They haven't accepted, the company hasn't accepted it. 

"Q What do you understand Mr. Hutchins to mean in 
saying in the first paragraph 'I understand you and I 
have agreed,’ I am leaving out some of the close quote 
'on the sale of Amoskeag of all the Bangor and Aroostook 
Railroad stock." 

There is an objection. 

"The Witness: He couldn't sell it all anyway 

because he didn't have it all. 

"Q What did you understand when you read this 
letter? Was it your — what was your understanding of 
him saying that you and he had agreed? 

"A All I am saying is all he was saying was subject 
to the board's approval and compeny acceptance on both 
sides. This was the kind of thing that I would propose, 
that our people would never pay five million for the 
stock that they ownod. 

"Q Now, I am asking you whether Mr. Hutchins had 
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agreed to a transaction on the terns indicated in this 
letter. 

"A He agreed to transport the information back 

« • .« ■ 

to his people." 

. * 

* * * ' 

Do you recall being asked those questions 

and giving those answers? 

A I do. 

Q Were those answers true? 

A Yes. 

Q Are those answers your testimony today? 

A Yes. 

Q And your testimony still is that Mr. Hutchins 

told you he had full authority to enter into an agreement 

on behalf of Bangor Punta Corporation? 

* 

A Of course. What are you getting at? 

• . , . , ' ‘ • • » 

•. • «. • • • 

Q The answer is "of course"? Now,you testified, 

Mr. Duraaine, that at this May 15 meeting Mr. HutchinB .. 
told you that he could not enter into a — Bangor Punta 
could not enter into an agreement to sell the Bangor and 
Aroostook at thattime because Bangor Punta was in registra* 
tion and its attorneys told him that he could not enter 
into an agreement until two months after he got out of 
registration, i3 that correct? 

A Yes, sir. 
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And that was told to you on May 15? 
Yes, sir. 

*« . * 

• v: 

There la no question in your mind? : 


** 7' *, 

• •*? I' it v - 


' * A No question in my mind. ' £ k> : f : 

• ''ftvfc!' ~ r i‘ 

Q And you then testified thatyou had A subsequent 
conversation with Mr. Hutchins over the telephone which led 
up to your preparation of Exhibit 3 which is the memorandum 
of June 16 (handing^)is that correct? 

A X have testified to that. 

Q And this conversation you had on June 16 as 
recorded in the memorandum was the exact same conversation 
which you testified you had with Mr. Hutchins on May 15? 

A That's right. 

Q Is that correct? Was that the answer? 

A X don't know about May 15. X didn't hear — 

•f 

• •• •• » > 

understand what you said. You are trying to mix this 


MR. RYAN: 


Read the question back. 


A Let me give you some information, please. 
THE COURT: Mr. Dumaine,the stenographer 
will read the question to you. 

(Question read) 

A Can I have the May 15th testimony? 

Q Well, you just testified just a moment ago, 
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Mr. Dumaine, that you recall having a conversation with 

* ; * 

Mr. Hutchins on May 15 in which he told you that he had 

• < 

'■ ' # 

been advised by Bangor Punta's attorneys that Bangor Punta 

was unable to enter into an agreement to sell the Bangor* 

'• < ?:•: >•£'* '• 

and Aroostook stock to you because they were in j?egi§tatfa-v, v 

• • f ■ : - • • ' V •• . 

tion and had to wait until they were out of registration 
for two months before they could enter into the agreement. 

Do you recall giving that testimony here not 
an hour and a half ago? 

A So that makes it correct, doesn't it? 


THE COURT: He wants to know do you remember 


so testifying? 

THE WITNESS: Yes, sir. 

Q All right. 

Now, you then had a subsequent — . 

THE COURT: Just off the record. 

(Discussion off the record) 

THE WITNESS: What I am trying to say is — 

THE COURT: No, no, Mr. Dumaine, let the 

lawyer ask you the questions. You can lecture him later. 

THE WITNESS: All right, thank you. 

0 So, Mr. Dumaine, then you had a conversation 
with Mr. Hutchins on May 15 which was substantially the 
same conversation which you testified you had on June 16? 
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Correct. 


So the same conversation you had on two 


occasions? 


A Correct. And the reason for It was. If you | 
would like to get the reason, three weeks had gone by 
and Z hadn’t heard anything from him. 

Q Three weeks had gone by when. Mr. Dumaine? 

A From May to June. ? 

Q Mr. Dumaine, you testified that you went to your 
board — the executive committee of the board — yes, you 
went to your executive committee on May 20 and discussed 

with them the discussions you were having with Mr. Hutchins 
at that time. 

Did you advise your board, or tell your board 
that Mr. Hutchins had agreed to sell the Bangor and 
Aroostook stock on behalf of Bangor Punta to Arooskeag? 

A Yes. 

Q You told the board that? 

A Yes, sir. 

Q Mr. Dumaine, do you recall being asked these 

questions and giving these answers on March 9, 1970 at 

your deposition by Mr. Ackell? I am going to read from 
page 55: 

'Q Well, did you, after receiving this May 27 
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letter and discussing with Mr. Hutchins, did you seek 
Amoskeag's board approval for the transaction? 

"A 1 told you yes. *' \ / 

"Q What I mean was that after receiving this 

* m/t * / V • 

letter you obtained that approval? 

"A Just when the next meeting came and I told 
you I think that before I talked to some of the directors. 

"Q Now, did you feel that you had an agreement at 
this time? 

"A I said I was obligated, I had obligated the 
company to pay five million when and if I could get them 
to agree and they were willing to take it. 

• V ’ * 

"Q Did you tell your board at this time that they h 
not indicated they were willing to take it? 

"A Well, knowing Nick Salgo there was no doubt *. 
about it." 


Mow, do you recall being asked those questions 
and giving those answers? 

A Yes, sir. 

Q Were those answers true at the time you made 


them? 


A 

Q 

A 


Yes, sir. 

13 that your testimony today? 
Still. 


id 
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q It la still y>ur testimony? 

A Yea. You are getting it all wrong, but iff 

all right. You are putting the emphasis on the wrong - 
thing. Mr. Hutchins gave me his word. Told pm. . 
couldn't under the rules. And he reconfirmed it on the 
16th. I told my board that we'd have to wait. 

THE COURT: Wait for what? 

THE WITNESS: Wait for the time on the regis¬ 

tration to run out, sir. 

THE COURT: You mean wait for an agreement? 

THE WITNESS: I had an agreement man to man 

with Mr. Hutchins. 

THE COURT: You got a letter on May -- this 

unsigned letter on May 27, did you not? 

THE WITNESS: Yes, sir. 

THE COURT: Did you ever answer it? 

THE WITNESS: I thanked him for it, yea. 

THE COURT: Did you ever tell him that anything 

stated in that letter was incorrect? 

THE WITNESS: NO, sir. 

the COURT: Did it express correctly what 

you and he understood at the time? 

THE WITNESS: Yes, sir. 

THE COURT: Now, that letter says that each 
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of you was engaged solely in a tentative exploration, 
didn't it? 

THE WITNESS: Yea, tentative, but they"’ 

would go through with it when the time came. 

THE COURT: Well, tentative and go 1 . 

through are not the same thin, in your busineae mi„ d , « 
they? 


it is. 


the WITNESS: when a man gives me his word 


TH2 COURT: Was it correct that you were 


told that the only authority that Hutchins had and the 
.assumption that he was making was that the only authority 
that you had was to make a tentative exploration? 

THE WITNESS: He said he would make the sale, 

I said I would make the purchase. But it had to be 
tentative until the time ran out. 

THE COURT: Was it a tentative exploration 
or a tentative agreement? 

THE WITNESS: it was a definite agreement 

but delayed to some future date so we would be ready 
when the time came, yes, sir. 


THE COURT: 
tentative exploration? 

THE WITNESS: 


It was not merely to be a 


Oh, no, sir. i was cqnpletel] 
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obligated for $5 million. 

, i .. * 

THE COURT: All right. Now look at the . 

• * » \ ' *• • 

letter# in the third paragraph, and explain it to me., . 

. * " •' ■ "'"r. 1 .* 

THE WITNESS: Yes, air. A* £- ?V '•’TV 

, * . . *•’ ' r 
. . *, **i , , , 

t • ' 

THE COURT: What does it say? Read it out 

< / 

loud. 

THE WITNESS: You mean starting "The rail¬ 


road"? 


THE COURT: No, the next paragraph. 

THE WITNESS: "Although I have general 

authority from the Dangor and Punta board to make tentative 
exploration regarding the sale of the railroad, any under¬ 
standing between me and you is subject to board’s 
approval." 


That’s right. That is what he wrote. 

When we shook hands with the deal — 

THE COURT: What does it say then? What's 

the next thing he says? 

THE WITNESS: Excuse me. This is right. 


This is what he wrote. 


THE COURT: What else does it say? 

THE WITNESS: "I expect you may want the 

same understanding regarding the Amoskeag board." 

THE COURT: Did that paragraph express what 
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Hutchins were saying to each other at that 


time? 


THE WITNESSJ z think this is what we both 
would do in due respect to our boards and due respect 
to theprobleras they had before the SEC in registration, 
yes, sir, X think this is the thing, but as far as he and 
I were concerned we had an agreement to finish this thing 

up sometime after that registration was completed. The 
date wasn't known. 

TIE COURT: Are you telling me that you had a 

agreement that was the same as or different than what is 
contained in that paragraph? 

THE WITNESS > I think at that time we could 
assume we had nothing but a tentative agreement, but 
there was no doubt in either of our minds we would go 
through with it. 


THE COURT: Now I am asking you whether that 

paragraph which says that the only authority that either 
of you had was to explore and not to agree whether that 

correct?y expressed the state of the minds of Mr. Hutchins 
and yourself at that time. 

MR. KUSHN3R: Your Honor, may I record my 

objection to the question? I don't think it's an 
accurate interpretation of that paragraph. 
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THE COURT: Yes. Your objection is 

noted. The lawyer objects to my question, Mr, Dumaine. 

A Z !*we made worse mistakes. Z think this , . 

■ * • • . 
was written by a lawyer.* I think this was the way he 's' 

wanted to put it on paper but we knew what each meant. 

That’s ail there is to it. 

THE COURT: Haven’t you told me that letter 

correctly expressed what you and Mr. Hutchins were saying? 

THE WITNESS: That we knew we would have 

to go through a delay period, yes, sir, and that makes it 

tentative. But we had a definite agreement. 

THE COURT: All right, go ahead, Mr. Ryan. 

BY MR. RYAN: 

Q Do you recall, Mr. Dumaine, your deposition 

again on March 9, 1970 on page 46 when Mr. Ackell asked 
you these questions — 

A Louder, pler.se. 

Q Excuse me. 

March 9, 1970, when Mr. Ackell asked you 
these questions and you gave these answers: 

"Q Nov;, did there come a time"— 

MR. KUSHNER: May we have the page number? 

/ 

/ MR. RYAN: Excuse me, 46. 

MR. KUSHNER: Thank you. 
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Q "Now, did there coroe a time when you reached 
agreement on the terms of the Araoskeag purchase of B 6 A? 

"A Yes. 

*Q Do you recall when that was? 

"A Yes. 

•' n Q When? 

"A October 2, 1969. 

"Q Did there come a time before October when you 
reached agreement with Mr. Hutchins on the terms? 

"A Sure, he knew what I would pay but he 
hadn't got complete okay from the board except he told me 
he was in charge of negotiations. I said, well, this 
is what I will do. He said numerous times, I think we 
have got a deal, but." 

Do you recall being asked those questions 
and giving those answers? 

A Yes. 

Q Were those answers true when you gave them? 

A Yes. 

Q Are those answers true today? 

A They were as of that day. 

Q Are they true today? 

A They haven't changed. 

Q And that is your testimony today? 
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A That's right. • 

THE COURT:* What page is that? 

MR. RYANs That's page 46, your Honor, it 

starts about — it's the second question on the page. 

• * * . r / J ’ i 

. ..... :•/.> >• hJi 

There is no line number. 


• <•; i ii. - ■■■, 




q During your conversations in this period 
preceding June 16, 1969, the date which you made the 
memorandum which I think is Exhibit No. 3, I believe it 
is, do you recall having any conversations with Mr. 
Hutchins concerning discussions going on within Bangor 
Punta over the question of what should be done with the 

Bangor and Aroostook Railroad? 

A They wanted it to be run like a railroad. 

Plenty of discussions on how a railroad ought to be 

run, of course. 

q Were there any discussions on whether any 
conversations with Mr. Hutchins concerning discussions 
going on within Bangor Punta concerning the possible 
disposition of the Bangor and Aroostook Railroad? 

MR. LIMAN: What period are you referring 


MR. RYAN 


: This is June 16. Prior to June 


From May 12 until June 16. 
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5J5 A 

Well, did Mr. Hutchins ever tell you that 


there was a disagreement between Mr. Salgo and Mr. Hutchins 
over what should be done with the Bangor and Aroostook 


Railroad? 


A Yes, he told me Mr. Salgo, who had been negoti¬ 
ating for years to get rid of the railroad, had been asked 
to step out and he, Hutchins, was asked to negotiate for 


the sale, 


Did he tell you whether Mr. Salgo was in 


accord with the proposed sale of the Bangor and Aroostook 
Railroad? 


A He told me that the board was in accord to' 


sell the railroad. That Mr. Salgo wanted more money 


for'it. 


He told you that Mr. Salgo was in favor of 


selling the railroad? 

A As I understood it. I have heard him say so 
himself. 

Q And these were conversations which took place— 
A Prior to May 12. 

Q — June 16? 

A Yes. 

Q You testified, Mr. Dumaine, that you again 

went bock to your board on August 28 and again reconfirmed 
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J i 

your authority concerning the possible purchase of the 

%\ • 

Bangor and Aroostook stock from Bangor Punta, and you,' 

•Vf*. 

testified thatyou believed at that time that you had fc 
firm agreement from Bangor Punta to sell the Bangor and • 
Aroostook stock to you, is that correct? 

A No, I didn’t say that. 

Q Well, what is your what was your under- 

• •' • » • ' - 

standing at that time? - 

' a I said that Mr. Hutchins all through said^ 
that they would sell their railroad. That there wjts 
some misunderstanding or dispute amongst the board, J 

• • I 

and X wasn't there, os to the price. But that fact that 
(* * ■ * • • • 
he and most of the board wanted to sell the railroad and 

I 

were willing to take the price, there came shortly around 
the 1st of September a study from Dead River, or somebody, 
about the taxability of the sale of the common stocJc ^ 
of the Bangor and Aroostook Railroad. I testified to 
that, the exhibit is in. 

Nov;, Mr. Hutchins didn't want to get caught 
any m°re than anybody else did in selling the stock for 
$5 million and having me take it and turn around and sell 
the assets the next day for $18 million. It would make 
him look very foolish, wouldn't it? 

V/hat they wanted to do is to sell this 
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railroad to a man that would run the railroad as a rail¬ 
road. That was my whole intent. It never occurred to 

me that you could do such a thing. 

q The question was# Mr. Dumaine# did you under¬ 
stand when you reported to your board on August 28# 1969, 
did you understand on August 28# 1969 when you reported to 
your board that you had a firm agreement from Bangor 
punta to sell the Bangor and Aroostook stock to you? 

A You see the vote doesn't say that. It says 

I want authority to do that. 

THE COURT: Mr. Dumaine# was it a reasonable 

possibility that a purchaser of the stock if he were so 
minded to do could have turned around and sold the assets 
for $18 million? 

THE WITNESS: That was the fear, yes# sir. 

THE COURT: And you thought that was a 

reasonable fear? 

THE WITNESS: Well# if I was in the banking 

business in New York I would think that — I would think 
that I would look kind of foolish if I sold an asset 
that could be turned around. You must understand# your 
Honor, that this company has something like $65 million 
of assets and only owed about 30. • 

THE COURT: tV*J> nesetp o:? the 
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railroad on a break up basis worth $18 million? 

THE WITNESS: I think you could judge it 

for pretty close to that or more, yes, sir* 

THE COURT: So you were getting a real 

bargain purchase at five — 

THE WITNESS: I thought so. 

BY MR. RYAN: 

Q Well, Mr. Dumaine, at what point of time did 
you feel you had a firm agreement from Bangor Punta to 
sell you the Bangor and Aroostook stock? 

A Knowing Mr. Salgo, I didn't have anything 
sure until I put the certified check under Mr. Robertson's 
nose on the second day of October. But I knew that Mr. 
Robertson and Mr. Curtis Hutchins having told me all 
through this period, I knew they were men of their word 
and the board would back them up in spite of anything. 

Q So thatyou feel you didn't have your agreement 
then until October 2nd? * 

A I had his agreement but I didn't have it from 

Bangor. 

Q Yea mean you had Curtis Hutchins' promise? 

A That's right. 

Q That he could deliver? 

A Yes. I felt sure he could. 
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MR. RYAN: 


Mr. Dumaine. 


Dumai.ne-cro88-redi.rect 70 

2299 A 

I have no further questions. 


! .the COURT: Any redirect examination? 

MR. KUSHNER: Yes, sir. * Very short. ^ 

M#. ARMING: No question., your Honor. 

the COURT, All right, go .head, Mr. Kushner. 
REDIRECT examination 

BY MR. KUSHNER: 

Q Mr. Dumaine, did you testify in answer to 
Mr. Ryan that Mr. Hutchins told you that he and most of 
the board were willing to take the price? 

A I am sure he said it to me. 

Q What price are you referring to? / 

A The $5 million. 

Q DO you recall when he said it to you? 

* I think he told me that he had the assurance 

ot the board as early as May. 

Q Of 1969? 

Right. That is his and not Bangor and 
Aroostook - Bangor Punta. Excuse me. 

Q Now — 

* He was speaking for the board. 

0 You also gave some testimony to Mr. Ryan about 
Bangor Punta wanting, or Hutchins wanted someone who would j 
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Is this something that Mr. Hutchins 


run the railroad. 


told you? 


I didn’t understand that question* 


• q Did you testify that Mr. Hutchins was seeking, 
a buyer who would run the railroad , who would operate it? 

vr VfV 

A Yes, sir. I thought sure they were ao many 
years Bangor and Aroostook, Mr.,Hutchins and Mr. Robertson 
they wanted somebody that understood and loved railroading. 

Q Did they tell you the reasons for this? For 
wanting to continue the railroad? 

A Yes. 


Q What were those reasons? 

A Basically their interest in Maine. I mean 
the people of Maine of which he is a very deep part, and 
the whole board of directors are all State of Mainers 
except one or two. And they are all very interested in 

keeping that railroad open. 

q <jh e board of directors you are talking about 

is Bangor Punta's? 

A Bangor and Aroostook Railroad board. 

Q The board of directors of Bangor and Aroostook 
is almost wholly Maine? 

A Bangor and Aroostook Railroad is wholly in 
Maine and the board has only two or three outsiders not 
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counting myself. 

Q Well, Mr. Dumaine, what I want to know is what 
were the reasons Hutchins and Robertson told you that 
they wanted to keep the railroad running? 

A All their lives they have been working and 
earning their living, their families and the families in 
the Hutchins side before have been dependent on the 
success of the Bangor and Aroostook Railroad and its 
territory. 

Q Incidentally, had Mr. Robertson been connected 
with the railroad before? 

A Mr. Robertson was president of the railroad 
for a while. 

\, 

Q And you mentioned, of course, that Mr. Hutchins 
was al3o? 

A Before that, yes, sir. 

Q Were you asked for any commitment that you 

would continue the railroad? 

A Sir? 

Q Were you asked for any commitment that you 

would contiinie ^o run the railroad? 

A No , sir-. They just knew my background I 

am afraid. > 

\ t 

Q Did they ask you whether you would? • Did 

■% , 
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MR. KdSHNER: Excuse me, your Honor, may I 

have just a moment? I have no further questions. 

THE COURT: Anything else by anybody? 

RECROSS-EXAMINATION ? • 

BY MR. ARNING: ."■ >, 


'I* '• * 


4 , . , 

Q I would like to direct your attention once 

more, Mr. Dumaine, to your testimony on the deposition 
before Mr. Ackell in Boston back in March. I am going 
to read some questions and answers from page 39, con¬ 
tinuing from the point where Mr. Ryan left off in his 
examination, concerning your meeting on May 15 in Boston? 

A Yes, sir. 

Q "Q What did he say" — he is Mr. Hutchins — 

"about the problem he was having with Nick Salgo? 

"A Nick couldn't agree to such a low price. 

"Q This is what he said to you? 

"A Approximately. 

"Q Now, what happened at the second meeting, ’ 
did you again discuss price? 

"A He wanted mt to change it, end I said no. 

"Q Did he say by how much? 

"A He kept saying, 'It's on the books for 18.' 

* t 

"Q And what did you say? 

"A I said 'All I have got : is 5,' 
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* "Q You stuck to your guns, in other words? 

• • "A • That ia what happened. It was a hall of a , - V : 

> <*«-' • . . . ■ • . - .jr ; ■ _ 

long time getting a final yes." ' 

j: . *. # ' ■ . - • jgj ':t\; 

Mow. if Z asked you those sane questions 
today would you give the same answers? 

A Yes. sir. 


MR. ARNING: Thank you. 

THE COURT* Mr. Dumaine — 


THE WITNESS: Yes. your Honor. 

THE COURT: Was the Amoskeag Corporation in 
1969 a public corporation? 

THE WITNESS: Amoskeag Company is an 

investment trust, its charter goes back 130. 140 years. 
The outcome of the old Amoskeag Mills in Manchester. New 
Hampshire, controlled J. P. McGuire, Fieldcrest Mills 
and numerous companies. I happen to be the head of it 
now. 


THE COURT* Was it publicly owned in 1969? 
THE V TNESS: Yes, sir. 

THE COURT: And had public stockholders? 

THE WITNESS: Yes, sir. 

THE COURT: Was it subject to filings with 

the Securities and Exchange Commission? 

THE WITNESS: Yes, sir. 
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THE COURT: And was subject to filings 

with the Interstate Commerce Commission? 

THE WITNESS: No, sir. ■ X- 

• v-’r -' ;*v 

THE COURT: I thought you said there was 

some interest with the Maine Central? 

THE WITNESS: We didn't — they considered 

it control but I don't think we had to file anything 
for such minority control because we didn't control the 
board. 

THE COURT: At all events you did --you were 

registered with the Securities and Exchange Commission? 

THE WITNESS: Under the Investment Company 

Act, yes, sir. 

THE COURT: Now in connection with that 

registration did you file any notices of the transaction 
that you had with Bangor Punta? 

THE WITNESS: My registration? I didn't 

have a registration. This is Bangor Punta's registration 
we have been talking about all the time. 

TIIE COURT: I understand that. Amoskeag 

was also registered as an investment company? 

THE WITNESS: Oh, yes. 

THE COURT: Now there came a time when you 

had to file nothing with the Securities and Exchange 
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Commission about this deal, didn't there? 

THE WITNESS: Came at the annual report that 

goes to SEC, yes, sir. 

THE COURT: This was a material transaction 
for Amoskeag, was it not? ' 

THE WITNESS : At that time it was about 5 

per cent, not too much material and wasn't considered to havn 
to file special. 

THE COURT: Were you under any requirement to 
file monthly reports of material transactions? 

THE WITNESS: No, sir. The only thing 

we had to file that were material with the SEC were any 
insider deals, purchase-sales of securities of Amoskeag 
by any director or any officer. Those are filed monthly. 

THE COURT: When wa3 the first notice 

that you gave on behalf of Amoskeag to the SEC <£ the 
transaction with Bangor Punta? 

THE WITNESS: I am sure it wasn't done until 

our year end that year, which is December 31. As of 
December 31. 

THE COURT: And in that filing did you outline 

the transaction that you had made with Bangor Punta? 

THE WITNESS: As prescribed by SEC, yes, sir. 

THE COURT: Did you give any information to 
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tha SEC at that time as to the date when you had arrived 


at an understanding with Bangor Punta? 


•THE WITNESS: No, sir. 


i •• ' y*. .. . 


■ f* . . r 1 ", (, 

THE COURT: Have you a copy of the material 


that you filed at that time with the SEC? 


THE WITNESS: Of course, in my office I have. 


MR. LIMAN: We have one here, your Honor. 


It was attached to his deposition, I believe, and his 


deposition is on file. 


THE COURT: Where would I find that? 


t 

MR. LIMAN: Do you have the deposition there. 


your Honor? 


THE COURT: Yes. 


MR. LIMAN: If you will turn toward the 


end where they have exhibits you will see Amoskeag 


Company — you can match yours up with mine (handing). 


THE COURT: Mr. Liman has called my attention 


to your report to stockholders for the year ended 


December 31, 1969 and to your letter of February 11, 1970 


(handing). 


THE WITNESS: That's the year end report 


for December 31, yes, sir. 


THE COURT: Was that the first mention to 


the SEC of this transaction by Amoskeag? 
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THE WITNESSi I can't speak for my counsel, 

*/ / * ’. • » 

but as far as t on concerned it's the first tlme ; X 


i' 
•'V 


knew X had to file and X did file. .. . ~ r Y-i- 


.A 


■» 


THE COURT: . There was no other filing on the 


transaction? 


THE WITNESS: We filed semiannually with 

our stockholders June, end of June and end of December* 

THE COURT: What I am getting at, gentlemen. 


is I don't know what the regulation requires but I wanted 
to find out whether there were any interim reports that 
were required to be filed in . respect of a material 
transaction such as would be filed in the 8-Ks. 

MR. LIMAN: I am told by their counsel, 

your Honor, that they do not have to file 8-Ks. 

THE COURT: All right, well that clears up 


that particular part of it. 


MR. KUSHNER: Your Honor, lest I be taken 

to assent or dissent, I don't know a- this point so I 
can't state my agreement or disagreement. 

THE COURT: Do y>u claim that they were 

delinquent in filing? 

MR. KUSHNER: No, I claim nothing, your 

Honor. I would have to — to find out the answer. 

THE WITNESS: Can I volunteer something? 
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THE COURT: Mr. Dumaine wants to tell me 

somethin?. Go ahead. 

THE WITNESS: I had two of my counsel on ICC, 

Mr. Davidson and Mr. Battle from Virginia, they were going 
back and forth, X am sure they talked to the ICC, but I 
didn't have to file anything at that time. 

THE COURT: Was there anything ever filed with 

the ICC in respect of this transaction? 

THE WITNESS: No, sir. 

THE COURT: All right. I have no further 

questions. 

MR. LIMAN: Your Honor, if we are 

finished with the witness there was one — 

MR. KUSHNER: Your Honor, may we mark the 

report that's been referred to? May \*e mark as an 
exhibit for identification the report that has been 
referred to? 

THE COURT: The Amoskeag report to 

stockholders for the year ended December 31, 1969 will 
be marked as exhibit what? 

THE CLERK: 20. 

» • 

(SEC Exhibit 20 was marked for identifica¬ 
tion.) 

THE COURT: All right, did you want anything 
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else? 

MR. LIMAN: Nothing of the witness, your 

Honor. 

,, * *'•*• 

THE COURT: Thank you, Mr. Juir.aine. 

THE WITNESS: May I say something to you? 

X appreciate your coining and helping me today instead of 
March. 

THE COURT: Off the record. 

(Discussion off the record.) 

THE COURT: All right, thank you, Mr. Dumaine, 

you are excused. 

(Witness excused.) 

* THE COURT: My attention has been called to the 

ground rules that we have for dealing with exhibits, and 
I stated earlier in this trial that all documents 
were understood to have been received in evidence subject 
only to the rulings at the close of the trial on their 
materiality and relevanc/. I failed to mention competency, 
having uisuEQd the torn cdorpetency for a reference to 

* • T 

• * • . • ' • 

authentication and authenticity. But in the narrower sense, 

all matter's of eorupetancy other than authenticity are reserved 
to courifjol and to lx? railed upon. . 

, MR. LIMAN : Thank you, your Honor. 

THE COURT: Does that complete the matter, 

* Vi • 1 

gentlemen? 
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MR. LIMAN: Yes, sir. 

, , i i, • 

MR. KUSHNER: Yes, sir. 

MR. RYAN: Thank you, your Honor. .■. 

' # * * 

THE COURT: The trial is adjourned to a date 

to be fixed. 

(Time noted: 12:10 p.m.) 
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September 2, 1971 


Honorable Milton Pollack 
United States District Judge 
United States Court House 
>Foley Square 
New York, N.Y, 10007 


R ej SEC v. Bangor Punta. 70 Civ. 3940:MP 


* 


Dear Judge Pollack: 

requests vm,r JinnorV 1 "* 8 Cor P° ratlon ("Bangor Punta") respectfully 
in q ord£r H ?? to reo P en th e record In the above entitled matter 

y oral te^tlm^nv re! ln 5 roduced » « ither by agreed facts or 

y m, Imony, relating to the accounting principles applicable 

Iti St2SS r f in elI hl S h Ban8 ° r Punta re P° rted the carrying value of 
s Interest In the Bangor and Aroostook Railroad ("BAR") In Its 

additional finding, of "fact to £ ^^by^a^onrl Pr ° P0,e 

91 *!?! application Is necessitated by the statement et 

ge .1 of the Findings and Opinion, which reads as follows: 

l ! 4 aW ? re of QP Principl e of accounting 
gr of fair disclo sure which would justify a * 
fgj-lure to up-date a co nstructed carrying fi gure 
which may have reflected approximate fair value 
In 1965 but which was almost four times the offer 

?! foAo ” 8 buy A T (and the onl y billing buyer) 

In 1969 — an offer which the Board, despite its 

efforts In good faith to find alternatives — was 
constrained ultimately to accept." 

[Emphasis added] 
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trued .. a fiK'lLTt&.fp,'?could be con- 
hot prepared ? n L“!iaV«•uKT-lEf? flnanclal « at = ran c. 
rlnclples. Bangor Punta contends thft thell* 1 * CCePte ^* CCOXinting 
scord which would support a finding of f h l no evldenc ® in the 
Lnancial statements were not- 8 J, f&Ct that Ban « or Punta'a 

xepted accounting principles The^Fr^ 30001 ^ 3 " 0 * With generally 

inerally accepte AVcoCnt^prlXuV jEJSV 1 * 1 - - that 

iduce the carrying value oftL Sfo jl^2 lred Ban 8 or Punta to 
rely becauae the^ateaa ProL^? £lnanclal atatamenta 

epared to offer uncontrovertible Vvlton«*!?h '*a Ban8 ° r Punta la 
cepted accounting principles R an(f nr I t th fc * under generally 

make adjustments In the^arryl^valulTof it* ° nly n ° C re< * ulr « d 
t to have made any such adlimtmonf « 5 lts lnterest In the BAR, 

".rally accepted a^countLfprSc^puV h"* b “" C °" Crary £ ° 

la aubject tocaSse thV t SEC l dld°Vot £ fVnd any ^ tden c' at ‘ha trial on 
lanclnl abatements In tasue on the th cou ( not) put Bangor Punta'a 
> carrying value of the Var £ VV the ° ry tbat the £allu ™ to adtu.t 

••r the ffctual c?rc^t««i afVf™ ^ l flnanclal «t.tement. 

Lated at the time mT„^L °“ nd by th « Court to have 

the SEC to challenge Bango?pSSn<rfl!!Mf 8 , pr ” tlce ' The failure 
°ry uaa not becauae the SEr had * £lna nclal atatementa on this 

I principle., od Si^iiSL^tSS'J^S^J appUcabla account* 
fully explored by the lega/ataff of tha^VV d £ f ccount l n 8 treatment 
£r examination of Mr. ThoLs M SEC durln8 the course of 

t, Marwick. MltcheU & Co“ B Lor ^nta?a P f r d ner £ the £lr “ o£ 
ountanta. After Mr. Wleler exotoinf^ V? Independent public 
porting the declalon not to mVto f V the f ccour, tlng principle. 

BAR In the financial statement tto SEC nV th ® c f rryln * valu * » £ 
in. Presumably, the legal staff*of c P J Cver raiaed the Issue 

; he confldentlai e inveatlgatlonV 1 that e becaua. a there d waa P no V agr*eV 


o e t 8 8 tVbU. 1 "that h the^„Ia a ra«e. SLC r h r 8 c °" alaCa "tly attempted 
robablllty of a sale of the BAR 8 ° "li 1 * ° r a rea ®onable 
hat absent such agreement or because the SEC acknowledges 

ent, Bangor Punta's financial stated r Probability of an agree- 
1th generally accepted «cVoVjt“g p”n“ P u" Pr * Par ® d ln accord “ aa 


- _ l* 
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ment, nor reasonable probability of an agreement to dispose of the* 4 

BAR Interests In July 1969, generally accepted accounting principles (> 

did not require or permit any adjustment In the carrying value of ctm 

the BAR Interests to reflect the Amoskeag Proposal or the Implication 
of such proposal in relation to either the method employed to arrive 
at or the amount of such carrying value. The testimony of Mr. Uieler 
is not fairly controvertible, and we believe is concurred In by the 
accounting staff of the SEC. The SEC has been fully aware since before 
the Instant action was Instituted that Bangor Punta's independent 
public accountants knew of the Amoskeag Proposal in July 1969 when 
they reported on Bangor Punta's financial statements, and the SEC has 
never claimed that such knowledge required Bangor Punta's Independent 
public accountants to reduce the carrying value of the BAR Interest or 
otherwise disclose the Amoskeag Proposal. 

Bangor Punta would request the Court to make an additional 
finding of fact, substantially as follows: 

"The financial statements of Bangor Punta and its 
unconsolidated subsidiary, the Bangor and Aroostook 
Railroad, incorporated in Bangor Punta's registra¬ 
tion statement and prospectus, were paepared in 
accordance with generally accepted accounting 
principles. Under generally accepted accounting 
principles, Bangor Punta was not required to make 
any adjustment to the carrying value of its BAR 
interest on its financial statements because of 
the existence of the Amoskeag offer and the dis¬ 
cussions within Bangor Punta relating thereto 
during May through August 1969." 

The Implication in the Court's Opinion that Bangor Punta's 
financial statements were not prepared in accordance with generally 
accepted accounting principles has consequences beyond the scope of the 
Instant action. Had this issue been raised at the trial, Bangor Punta 
was prepared to offer the evidence it is now requesting be admitted to 
the record. 

If your Honor wishes further argument on this matter, we 
would be available at any convenient time for the Court. 

Yours respectfully, 


cc: .Robert E. Kushner, Esq. 
SEC, Washington, D.C. 


James V. Ryan 
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Securities and Exchange Commission 

• , • 


Washington, d.c. 205*9 

. 

r FICX OF THE 

:rau Counsel. 

September 10, 1971 

• 


0* K 

Honorable Milton Pollack 
United States District Judge 
United States Courthouse 

Foley Square * ► 

New York, New York 10007 

Re: Securitiesjmd_Exc hange Commission v. 

BangorJ’u nta Corporation . 70 Civ. 3940(MF) 

Dear Judge Pollack: 


C J nSor r “? t0 ' s «<!««« for an additional 

. » ^ 2 ,r V" * leUCr t# your ,!c " or lated 

September 2, 1971. Our reasons are as follows: 


1 . 


2 . 


The Court lias stated in its letter to 
counsel of August 25, 1971, that it would 
consider "requests for additional essential 
findings in respect of tiie announced rcsTTlt . •• 

( inp,iasis in original.) The request now made does' 

cf'how t j Ual J fy - IC ^JUtes solely to the mechanics 

havo Lf C ich ,;as ccri Pletely omitted—should 

ave been made in Bangor Punta's registration statement 

pr ° & P crtuc * Thus, it is irrelevant to the result * 
reached whether such disclosure should have been made' 

in S « dC TJ Pti0n in thG text > by v;ay of revisions 
in the financial statements (including the notes thereto) 

'by way of revisions of the pro forma statements, or by 
_any combination of these methods, ^ 

We contest Bangor Punta's proposed additional . ' . 

finding of fact. The latest financial statements 
in the registration statement.and prospectus 
-were unaudited figures for the six months 
ended March 31, 1969. In light of this Court’s 
findings as to events subsequent to March 31, 1969 
disclosure of the material facts concerning * . 

the rccovcr.-.Dility of the carrying value of the 
Railroad should have been made by way of notes 


% 
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Honorable Milton Pollack p age xw c 

to the March 31 financial statements. 1/ , 

Disclosure should also have been made by 
way of notes to the pro forma statements 
and by way of textual description. 

» 

We have not commented on numerous contentions made in Mr. Ryan's 
letter, even though we categorically disagree with them, simply 
because we do not believe that those contentions have any bearing 
on the present issue. 

Yours truly, 


Robert E. Kushner 
Assistant General Counsel 


CC: James V. Ryan, Esq. 

Webster, Sheffield, Flcischmann, 
Hitchcock & Brookfield 
1 Rockefeller Plaza 
New York, New York 10020 


—i/ Notes to a financial statement are, of course, an integral part of 
the statement. Had the Bangor Punta financial statements covered 
a period during which the relevant events concerning the Railroad 
had occurred, the body of those '•tatements would have had to 
reflect an adjustment to the carrying .value of tne Railroad. 

In this connection, Montgomery's Auditing states: 

Occasionally a Company offers for sale a portion 

of its land, buildings, and equipment that is no 

longer needed in the business. If such property 

has 1 an estimated sales value appreciably less 

than its 'depreciated cost, it should be written 

down to the estimated sales value. P. 250 (Eighth 

cd. 1957) • 
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Webster Sheffield Fleischmann Hitchcock & Brookfield 

I ROCKEFELLER PLAZA • NEW YORK, N.Y. 10020 


Septanber 16, 1971 


Honorable Milton Pollaek 
United State* District Judge 
United States Courthouse 
Foley Square 

New York, New York 10007 

Ret S ecurities and Bxc h«M« CO»llllt» ». 

Bancor Punta Corporation . 70 Civ.3940(MP) 


Dear Judge Pollacks 

We received the letter of September 10, 1971 (r«a 
the Securities and Exchange Casalssion in answer to owr letter 
to your Honor of September 2, 1971 in which we noved to re* 
open the record in the above natter in order that additional 
evidence could be introduced in support of our requested 
additional findings. 

The response of the 8XC would seen to neka it 
unnecessary to reopen the record to achieve the objective 
of our application to your Honor. The purpose of Sanger 
Punta'e application is to assure that your Honor's opinion 
le not none trued by sons other forun as e datemlnatloa of 
fact that Bangor Punta's financial statenents were net pro* 
pared in accordance with generally accepted accounting 
principles. It is our contention that this specific issue 
of fact was never litigated in this action and that there le 
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MaammbU Hilton Pollack 


ii t un 


m wliwN la Ha mar* an thle lei 
Mt *tih !• ho mc by mm mrgmmmt im 
fmtmrm thu luor Plata tbrslrt \r 
mmmk lam beecuce tha laaua mi 


ickair few la.tST|$%^^^/';.-' 

tot litigating 
.Itlgated tefotre .vl 


_ _ Xa lta amewerlng lcttati although the RC oonciitf 

IMagor Paata a proposed additional finding of fast, the CSC > 

#l f Sa tk4lt y° ur *■*!■«• and Opinion dated Am?PS 
1971, coastItutee a holding that laager Punts's flaaaatal ■* 
atatananta ware not prepared la aceerdaaaa with generally 
2^I? t# lS cc ? u “ tl,II ***“•**!••. laatead la Paragraph 7 
Kmb ?* 1 SE S * r,UM th * t tha fallara te disclose tha 
b i! proposal «« the carrying 

ralua of tha BAR la tha text of tha proopeetoe oeold ha a 
violation. The adoption of thla poaltloa hy tha tSC. ——id 
J* uaaaeaaaarp to raopaa tha record of thla aaaa to 
aatlafp our application If It la Indicated la tha die* 

P0‘ lt t 00 .f tM . tpplltulon thu th. im. Of th. Mafmatey 
oc Bangor Ponta'a financial atatananta with generally 
accepted accounting prlnclplea ana not litigated in thla 


t t 

Although tha SBC coatenda otherwise, tha fclC dona 
not dispute that there waa no evidence In tha record of the 
accounting prlnclplea applicable to tha altuatlon which existed 
iaragard to tha Bangor Punta financial atatananta after tha 
Anoskaag proposal «aa nada. Tha SBC polnta to no evidence 
before tha Court challenging tha accounting treatnent enpicved 

ift^thT^ki ? 1 ° f ^ f wl#or ^ tinmmcXml outmti , 

laatead, the SBC argues la 

Paragraph Ruber 2 H of their latter that tha natarlal 

JJJJJ ff **5 " recoverability of tha carrying 

value of tha Railroad ahould have bean iiada by nav of 
aotaa to the March 31 financial atatananta." Thla 

J"! •y h 2 1 * 3r aitu u ,oot - 

” . amar i which waa not Introduced at tha trial and 
ltubylmaly lot Mlnut. Th. lUtmt la ! . 

isffin,*!* - tpuiflully r.ht« to th. ucMutaTtnUMat 
property, ud thaCmarthM torn * at a foot thu la Jtly, IN* 
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Bonoroblo Hilton Pollock -3- Soptoabor li, ltTl 


Hurt hi4 boos ao dooioloo n4« to dlopooe of tbo SAIL. 

Hovrnr, u pointed out ibow. tbo dlapmted lim 
of foot ioM«mia| tbo oonfacnltp of tbo Bangor Puoto financial 
•tatononto with generally ooooptod ooootmtlnf prloolploo 
mood not bo rooolood bp o further booting oo previonolp to* 
^oaitad, booouoo oo appnroatlp both tbo SBC oad our a e Wee 
airoo t tbo loooo «u not litigated before pout Motto*. There* 
fore, boood upon tblo poo it ion of th# SIC, wo aaond out 
original notion to toopon tbo tooord oad reqooat that tbo 
Court lndleoto in dlepoeing of tblo oppliootion tbot, oo 
ogrcod bp tbo portloo, tbo loouo oo to idietber Bottgot Puoto o 
financial ototaaonto conf o r ao d to gonorollp ooooptod 
accounting prlnclploo mo not lltigotod in tblo notion• 


Youro roapootfullp, 


Joaoa V. Rpon 


Cot Robert Kuehaer, Eaq. 

gecuritlca end Exchange Coanleaion 
Vaohlngton, D.C. 





